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U.S. INTELLIGENCE AGENCIES AND ACTIVITIES 
Part 1: Intelligence Costs and Fiscal Procedures 


THURSDAY, JULY 31, 1075 

House op Representatives, 

Select Committee on Intelligence, 

Washington, D.G. 

The committee met, pursuant to notice, at 10 a.m.. in room 2118, 
Rayburn House Office Building, the Honorable Otis G. Pike [chair- 
man], presiding. 

Present: Representatives Pike. Giaimo. Stanton. Dellums, Murphy, 
Aspin, Milford, Hayes, Lehman, McClory, Treen, Johnson, and 
Kasten. 

Also present : A. Searle Field, staff director; Aaron B. Donner, gen- 
eral counsel; John L. Boos, counsel; James B. F. Oliphant, counsel; 
Richard S. Vermeire, counsel; Jeffrey R. Whieldon, counsel; Roger 
Carroll, investigator; Charles Mattox, investigator; and Jacqueline 
Hefcs, investigator. 

Chairman Pike. The committee will come to order. 

After some slight delay the House Select Committee on Intelligence 
today opens its hearings. 

Our instructions from the House of Representatives are broad and 
they are clear. We are to investigate the intelligence gathering activi- 
ties of the U.S. Government. We are to complete our investigation by 
January 31 and by that date report to the House our conclusions and 
reconunendations. 

It is a huge order and the only way we can get there is by starting. 
We start by looking at the cost. It is not easy. The Constitution of the 
United States, article I, section 9, says. “No money shall be drawn 
from the Treasury but in consequence of appropriations made by law 
and a regular statement and account of the receipts and expenditures 
of all public money shall be published from time to time.” 

It does not say “some public money.” It says “all public money.” It 
would seem to me that a reasonable place to look for such a statement 
and account of the receipts and expenditures of the intelligence-gather- 
ing communities would be the four books provided to Congress and 
the American people entitled “The Budget of the United States Gov- 
ernment.” Here are the books. 

I have looked hard, but the results are spotty. We have, according 
to the budget, an FBI, but I can find no CIA, no NS A, no DIA. There 
is a line item on page 73 of this book under the Department of Defense 
for S7.3 billion for intelligence and communications. But I don’t know 
what that means. 


( 1 ) 
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I get the uneasy feeling I am not supposed to know what it means. 
We shall find out. 

As we learn what the costs are, we will look at the benefits achieved 
as well as the risks created by gaining this intelligence. 

What benefits have we the right to expect? Abroad we should have 
a good idea of what other nations, especially large nations, are doing 
in weapons research and development. We should be aware of the 
political and economic climate throughout the nations of the world. 

At home we should be able to learn how organized crime is oper- 
ating. who is getting rich on drugs and how we can combat them. The 
risks are equally of concern. 

No intelligence gathered by the Pueblo was worth the loss of the 
Pueblo and the. capture of her crew. The risks involved in a collision 
between an American intelligence gathering submarine and a Russian 
submarine are incalculable. At home, while we wish to know all about 
how organized crime operates, we do not want the risks of haying our 
phones tapped, our homes burglarized, or our persons made insecure. 

We must draw reasonable lines between security and freedom, be- 
tween “need to know’* and “right to know." When any investigation 
begins we do not know where it will take us. 

While the budget seemed a reasonable place to start, we will pursue 
our investigation where it seems most useful to go. 

We will try to travel a difficult road bounded by indifference on the 
right hand and paranoia on the left. 

We will try not to travel well-traveled paths and we will pursue 
facts rather than headlines. 

We are dealing with issues fundamental to all Americans and to 
America. Wo are dealing with national security and national honor. 
We are dealing with individual security and with personal freedom. 

Let us never forget that this investigation and the debate which 
preceded it could not have taken place in most nations on this globe 
so we should undertake it in pride and not embarrassment. Hopefully, 
we will so conduct ourselves that we may be a credit to the image of 
America as a nation among the nations of the world, that the way 
American Government operates and the way American citizens live 
will, when we are finished, be envied by those who do not and cannot 
share them. 

Mr. McClory. 

Mr. McClory. Thank you, Mr. Chairman. 

I want to commend you. Mr. Chairman, on your statement and also 
on your initiative in getting the proceedings of our Select Committee 
on Intelligence moving. I am confident that you are going to have good 
support from this side of the committee and I am in full support of the 
approach which you are recommending insofar as our hearings are 

concerned. t . 

I am convinced myself that this Nation needs a strong intelligence 
community and that' we want to do everything we can as Members of 
the Congress and as members of this committee to help assure that we 
get the best quality, the best coordination, the most efficiency, and the 
most for our money insofar as the various intelligence activities are 
concerned. 

Insofar as this committee is concerned, I am hopeful that we can 
operate in a bipartisan and objective way. 
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I am pleased that we have decided to be supported by a professional 
staff ana not a partisan staff. 

In the course of our investigations, it is clear to me that there will 
be no need to duplicate what either the Rockefeller Commission has 
performed or what the Church committee is doing, but that in the 
approach that we are taking we are not going to be guilty of duplicat- 
ing the efforts of others, but taking a stand which, it seems to me, can 
contribute toward improving the intelligence community and perform- 
ing a major service for the people of the Nation. 

The subject of accountability is one which strikes me as sounding 
a keynote in our investigation here — to determine who the decision- 
makers are and who assumes the responsibility for the expenditures 
that are made and the projects which are undertaken. 

The word “coordination” is involved in the mandate which we re- 
ceived so that we will be inquiring into the manner in which there is 
coordination or there is lack of cooperation in the various intelligence 
agencies. 

In the end, it seems to me that we have a major function to perform 
in making substantial constructive recommendations to the end that 
we can have a more efficient and a better intelligence community and 
that we can have that service performed in a way which receives public 
support and public confidence because the public will be aware of the 
fact that there is some oversight, there is some responsibility, there is 
some accountability, not only in the executive branch, but. in the legis- 
lative branch, in the Congress itself. I am confident that to that end 
we can perform well in the course of our hearings and our inquiry. 

Thank you, Mr. Chairman. 

Chairman Pike. Thank you, Mr. McClory. 

If there are no further statements that any Member wishes to make, 
we will start our hearings on the budget with Hon. Elmer B. Staats, 
Comptroller General of the United States of America. 

Mr. Staats has a very long and distinguished career in the budgetary 
area of our Government. 

He has been with the Office of Management and Budget. H6 has been 
the Comptroller General, I don’t know how many years. Mr. Staats, I 
have listened to you with interest and appreciation a great many times. 
We are delighted to have you here today. 

I would ask at this point that the moving cameramen sort of 
disappear. 

Please proceed. 

STATEMENT OP ELMER B. STAATS, COMPTROLLER GENERAL OP THE 

UNITED STATES, ACCOMPANIED BY ROBERT P. KELLER, DEPUTY 

COMPTROLLER GENERAL, MARTIN J. FITZERALD, LEGISLATIVE 

ATTORNEY, GAO, AND FRED SHAFER, DIRECTOR, LOGISTICS AND 

COMMUNICATIONS DIVISION, GAO 

Mr. Staats. Thank you very much, Mr. Chairman. 

We are pleased to accept your invitation to discuss the relationship 
of the General Accounting Office and executive branch agencies com- 
posing the so-called intelligence community. The agencies generally 
included under this umbrella term are: The Central Intelligence 
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Agency; the Defense Intelligence Agency ; the National Security 
Agency; the intelligence components of the Armv, Navy and Air 
Force ; the Federal Bureau of Investigation ; the department of the 
Treasury; the Energy Research and Development Administration 
(formerly the Atomic Energy Commission) ana the Bureau of Intelli- 
gence and Research in the Department of State. 

The intelligence community is also usually defined to include, in 
addition, entities whose functions are to review and evaluate the prod- 
uct of the intelligence agencies, to advise the President, and to pre- 
scribe policies governing activities of the intelligence agencies. These 
other units include: The National Security Council; the Intelligence 
Resources Advisory Committee; the U.S. Intelligence Board; and the 
Foreign Intelligence Advisory Board. 

Our experience in reviewing intelligence activities has been quite 
limited and, to a large extent, has arisen from matters not directly 
related to intelligence collection, analysis or dissemination but having 
instead to do with such matters as a comparative analysis of Soviet 
and United States research and development efforts, defense procure- 
ment, international narcotics control, foreign language training pro- 
grams. and certain matters in international trade and economics. The 
other main source of experience in this area is a series of recent reviews 
’we have conducted in response to congressional requests. 

In general, we have not pressed for reviews of intelligence operations 
on our own initiative for the simple reason that our legal authority 
is quite limited and the problems of access to information have been 
such as to cause us to conclude that efforts to review these activities 
would have little practical result. 

GAO’s basic audit authority is contained in the Budget and Account- 
ing Act of 1921, the Accounting and Auditing Act of 1950, the Legisla- 
tive Reorganization Act of 1970, and the Congressional Budget and 
Impoundment Control Act of 1974. As an independent, nonpolitical 
agency in the legislative branch of the Federal Government, its au- 
thority is extensive, encompassing not only financial auditing, but 
also management reviews and evaluations of the effectiveness of pro- 
grams. These statutes authorize GAO to audit the activities of most 
executive branch agencies, and grant it access to the records of the 
agencies necessary to the discharge of this responsibility. 

However, certain restrictions on our audit authority are also pro- 
vided for by law, including instances where moneys are accounted for 
solely on certification by the head of a department or establishment. 
For example, expenditures of a confidential, extraordinary or emer- 
gency nature by the CIA are to be accounted for solely on the certificate 
of the Director. Sometimes such restrictions are contained in appro- 
priation acts. For example, annual appropriations for the FBI have 
included funds to meet unforeseen emergencies of a confidential char- 
acter to be expanded under the direction of the Attorney General and 
accounted for solely on his certificate. 

In addition to legal restrictions on our audit and access to informa- 
hon authority, there are serious practical considerations which further 
inhibit our ability to perform meaningful reviews. These factors stem 
from an innate characteristic of all agencies involved in intelligence 
gathering or analysis, namely, the need and desire to maintain close 
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security so as to reduce the risk of leakage by minimizing the number 
of people having access to such matters. 

First is the problem of obtaining the necessary special security 
clearances and satisfying multitudinous need-to-know requirements. 
A “Top Secret” Defense clearance or Atomic Energy “Q” clearance 
is in most cases insufficient for access to intelligence data. Because of 
this requirement, the limited work conducted by GAO requiring such 
clearances, and the time and expense involved, only a limited number 
of our staff have these clearances at present. A closely related problem 
is the difficulty of developing acceptable arrangements for the report- 
ing of our findings and conclusions to the Congress. 

Second is the restrictive policy established to maintain security by 
the intelligence agencies. Access to basic information is, at best, very 
limited. On occasion, the community cooperates to the extent of giving 
us certain requested information, but even then we are usually afforded 
insufficiently broad access to agency records to verify independently 
the accuracy and completeness of the material supplied to us. 

We recently commented in some detail with regard to security clear- 
ances and our limited access to information in a May 10, 1974, letter to 
Senator William ^roxmire, which was supplemented and updated in 
a July 10, 1975, letter to Senator Frank Church, chairman of the Senate 
Select Committee on Intelligence Activities and by a more recent letter 
to this committee. We would like to offer these letters to the committee 
so that, if you desire, they may be included in the record of these 
hearings. 

Mr. Pike. Without objection, the letters will be included in the 
record. 

fThe July 10 letter to Senator Church, which is virtually identical 
to Mr. Staats’ letter to this committee, is in the files. The letters to 
Congressman Pike and Senator Proxmire, and subsequent correspond- 
ence between Mr. Colby and Mr. Staats appear on pages 445 to 462 
of the appendix.] 

Mr. Staats. We know of this committee’s deep interest in informa- 
tion regarding the size of the Government's commitment of resources, 
both in personnel and financial terms, to the intelligence function. We 
understand that the committee will be inquiring into the potential for 
achieving fiscal savings and increased management efficiencies in the 
execution of the intelligence activities of the Government. The mag- 
nitude of the financial resources devoted to intelligence work has been 
a subject of particular public concern and speculation. 

Chairman Pike. May I interrupt you just for a moment. T would 
like to announce to the members of the committee as a matter of policy 
that I am not going to stop the hearing for the purposes of this quorum 
call. If any member of the committee wishes to go to the quorum call, 
please feel free to go when you are obliged to do so. It is my personal 
judgment that what we are doing here is more significant than going 
over there and marking ourselves present and returning. 

Go ahead, Mr. Staats. 

Mr. Staats. I should emphasize at this point that we cannot inde- 
pendently verify the accuracy of any estimates which may have been 
made as to the size of the intelligence community budgets. And, in 
any attempt to calculate an overal intelligence budget, there will al- 
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ways be judgmental issues over how to account for the cost of such 
things as submarines, reconnaissance aircraft, and satellites, where 
both intelligence and nonintelligence purposes may be involved con- 
currently. Furthermore, we understand that large segments of the total 
intelligence budget are concealed within the budgets of various Gov- 
ernment departments and agencies, which would further complicate 
an attempt at verification of data. 

As I have indicated, we have recently been engaged in several in- 
telligence-delated assignments which were prompted by specific con- 
gressional requests. One of these, undertaken at the request of Senator 
Charles Percy in July of 1974, and later endorsed by the chairman of 
the Senate Government Operations Committee, involved an attempt to 
obtain budgetary, organizational, and personnel information for all 
units, departments, and agencies of the Federal Government that per- 
form police, investigative, or intelligence activities. A questionnaire 
was used to solicit the information from 173 units, departments, and 
agencies. Some data was gathered from responses to the questionnaire, 
while certain other agencies, apparently due to the sensitivity of the 
information, provided it to us din ing onsite visits. 

A limited verification of data furnished by civil agencies was con- 
ducted by means of followup interviews with agency officials and 
through review of documents and reports. The extent of verification 
was limited because of time and volume constraints: we were not able 
to verify any of the Defense Department intelligence information 
which was provided to us. We also had to rely on each agency's inter- 
pretation regarding the extent to which it performed police or investi- 
gative. or intelligence activities. In some cases, existing accounting 
records did not readily identify the requested information, and we had 
to depend upon estimates made by the agencies as to their funding and 
personnel levels. Also, while we attempted to obtain the data in a uni- 
form manner, some agencies did not furnish data in the requested 
format. 

We issued two reports to Senator Percy on June 9. 1975. one dealing 
with police and investigative funding and personnel, and the other 
covering intelligence funding and personnel. The latter report, which 
is classified “Secret." contains data on six departments and agencies 
which volunteered information to us. including some data on the De- 
fense Department. However, we were formally refused data on the 
Central Intelligence Agency, the National Security Agency, and cer- 
tain other sensitive Defense Department intelligence activities. In 
some cases, statutory authority was cited as the basis for the refusal; 
while in most cases, we were directed to the congressional intelligence 
oversight committees for the data. We decided, after discussion with 
representatives of Senator Percy's office and the Government Oper- 
ations Committee, and because select congressional committees had 
been created to investigate intelligence operations, that we would not 
make further attempts to obtain such data from the agencies which 
had refused it to us. 

We are currently conducting, at the request of the House Judiciary 
Committee, a review of the domestic intelligence operations of the 
FBI. We are examining relevant policies and procedures, and the 
application of resources to these operations. 
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In order to determine how the Bureau carries out its domestic in- 
telligence activity, it is necessary for us to review investigative cases. 
The Bureau was and is concerned that if we had access to its domestic 
intelligence files, the FBI’s capability to develop informants and to 
conduct intelligence investigations would lie negatively affected. In 
response to this concern, we worked out with the Bureau a procedure 
whereby the Bureau prepared specinl summaries of the case files which 
we had randomly selected for review. Through these summaries and 
followup interviews with FBI personnel associated with the eases, 
we are obtaining information on how the Bureau’s policies and pro- 
cedures are carried out in domestic intelligence investigations. 

To insure the accuracy of the summaries, we need to verify the in- 
formation contained in them. We therefore proposed a verification 
procedure under which we would randomly select documents from the 
case files to assure ourselves that the documents were accurately re- 
flected in the summaries: the Bureau would block out informants’ 
names before allowing us to read the documents. However, the FBI 
Director and the Attorney General have not been willing to agree 
to this procedure and have so notified the chairman of the Judiciary 
Committee. An alternative procedure was suggested by the Attorney 
General, hut the chairman has advised the Attorney General that the 
alternative procedure would not he acceptable and has asked him 
to reconsider his position. Unless the verification problem is resolved, 
our report to the Judiciary Committee will have to he qualified be- 
cause of our inability to fully verify the information on which it is 
based. 

In the fall of 1974, we received two requests which would have 
necessitated that certain information be provided to us bv the Central 
Intelligence Agency. One request was made by the chairman of the 
Subcommittee on Europe, House Committee on International Rela- 
tions, concerning the cutoff of funds for Turkey. The second was made 
by Senator James Abourezk. and it concerned former oil company 
officials currently employed by several Government agencies, including 
the CIA. In both cases, we did not receive the information we re- 
quested: and in one case, this precluded us from making the requested 
review. In the other case, our review was limited but not completely 
frustrated by our lack of access to CIA information. 

- On the other hand, we have recently performed, at the request of 
the Special Subcommittee on Intelligence of the House Armed Serv- 
ices Committee, two reviews of the reasonableness of the procedures 
followed by the CIA in the divestiture of certain proprietary interests. 
The reviews were performed by GAO staff members holding security 
clearances, but no special intelligence clearances, and we wore iriven 
excellent cooperation by the CIA personnel with whom we worked. ( )ur 
reviews were completed in an expeditious manner, and we have issued 
our reports to the Special Subcommittee. 

Perhaps at this point I should describe to this committee the se- 
quence of events leading up to our termination, in 1962, of all GAO- 
initiated audit work at the CIA. The history begins with the enactment, 
of the Central Intelligence Agency Act, after which the Director of 
the Agency requested that, in spite of the provisions of the law grant- 
ing him broad and unusual powers, we continue to make a site audit of 
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expenditures. We agreed to do so under the same arrangements as ex- 
isted when we made audits at the predecessor Central Intelligence 
Group. However, in view of the provisions of the act, we referred any 
apparently questionable payments to the CIA comptroller’s office for 
corrective action. No audit whatsoever of unvouchered funds was 
made; these are the funds expended on the certificate of the Director. 
Furthermore, this work did not include substantive reviews of CIA 
policies, practices, and procedures. 

About this point in time. GAO began to expand the scope of its 
audits to review not only agency financial transactions but also to 
determine whether authorized agency programs and activities were 
being conducted in an efficient, economical, and effective manner. In 
light of this development, a senior GAO official attended an executive 
session of the special subcommittee, Central Intelligence Agency, of 
the House Armed Services Committee, to discuss our work at ClA. 
During this meeting, the subcommittee suggested that we submit our 
recommendations regarding future GAO activity at CIA. On May 29, 
1959. the former Comptroller General wrote to the chairman of the 
subcommittee to the following effect: 

He believed that the broader type of audit was appropriate for GAO work at 
CIA and would be more likely to produce evaluations helpful to the Congress and 
the Agency ; 

The type of limited audit effort therefore conducted should no longer be 
continued ; 

He would not attempt to evaluate the intelligence activities of the Agency ; and 
The Subcommittee could he helpful in effecting a change in the scope of GAO 
work by advising the Agency of the Subcommittee's iuterest on behalf of a 
broadened GAO audit. 

In July 1959. the former Comptroller General was briefed by CIA 
concerning activities and functions of the Agency. Thereafter, a series 
of staff level discussions yvere held on the subject of improving our 
audit of the CIA. The culmination occurred in October 1959, with an 
exchange of correspondence among the CIA, GAO, and the subcom- 
mittee. On October 16, the CIA Director wrote to the Comptroller Gen- 
eral and, in substance, made these points : 

lie believed GAO could expand its audit activities with respect to a consid- 
erahlo portion of CIA ; 

Expenditures made on the certificate of the Director for confidential, extraor- 
dinary, or emergency purposes would not be subject to review; 

The policy of the Agency was to limit as much as possible this authority of 
the Director ; 

Consequently, many vouchered expenditures were* made which were related 
to activities which were not sensitive in themselves but which were conducted in 
support of highly confidential operations: 

The Director’s special authority extends protection to this category of vouch- 
ered expenditures, which would therefore also have to he excluded from any 
expanded audit coverage: and 

lie solicited agreement on these principles and, if agreement were achieved, 
suggested continuance of discussions toward broadening the scope of GAO audits. 

In a letter dated October 21. 1959. to the CIA Director, with a copy 
to the subcommittee chairman, the Comptroller General — 

Agreed that expenditures made on the certificate of the Director were not 
subject to GAO audit wiMiout his concurrence: 

Said that it seemed possible to expand GAO audits considerably, even though 
the^e reviews would he outside the area of sensitive security operations: 

Expressed a willingness to attempt to broaden GAO activities, within the 
principles expressed in the Director's O * -her 36 letter, for a trial period; and 
Said that if the trial period showed that GAO reviews were so limited that it 
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could not accomplish any worthwhile objectives, be would bare to consider 
whether the effort should be continued. 

On May 16, 1961, the Comptroller General wrote to the subcom- 
mittee chairman and the CIA Director to express the view that, under 
existing security restrictions, GAO did not have sufficient access to 
information to make comprehensive reviews on a continuing basis that 
would be productive of evaluations helpful to the Congress and that, 
as a result, it planned to discontinue audits of CIA activities. The 
GAO specifically related that, while access to overt activities of the 
intelligence component was reasonably good, its activities were not 
such as would be generally susceptible to productive audits. There was 
no access at all to the plans component. The overt and confidential 
activities of the support component were so integrated that a reasop- 
ably comprehensive audit could not be made. That same day, the 
subcommittee chairman discussed the contents of the May 16 letter 
with GAO staff ; he expressed concern over plans to terminate audit 
activities at CIA. 

On May 17, 1961, the CIA Director wrote the Comptroller General 
to express his opinion that G AOs reviews had been helpful in bringing 
certain matters to the attention of Agency officials and had formed 
the basis for taking corrective action. He further exp ressed regret over 
the plan to discontinue completely GAO’s work at CI A and asked that, 
before final action was taken, he have an opportunitv to discuss the 
possibility of continuing an audit on some scale. On May 18, 1961, the 
chairman of the House Armed Services Committee wrote to the Comp- 
troller General, recommending strongly against the discontinuance of 
GAO efforts at CIA pending further discussion between CIA, GAO, 
and the committee. He further stated that, despite the “inherent” 
restrictions on the scope of a GAO audit at CIA. even a limited audit 
of overt accounting actions would serve a worthwhile purpose and that 
precipitous action was not required. He also mentioned that there were 
other overriding considerations which could not be divorced, under the 
prevailing circumstances, from any change in the existing relationship 
between GAO and the CIA. 1 

On May 23, 1961, the Comptroller General wrote to the chairman of 
the Armed Services Committee and the Director of CIA to restate the 
restrictions GAO experienced on the scope of its audit; he also re- 
stated the conclusion that no worthwhile audit activity could be con- 
ducted under the circumstances. However, because of the views of the 
committee, he said he would continue a limited audit program at CIA 
pending further discussion of the matter. 

In June of 1962, meetings were held between GAO staff and the CIA, 
and between GAO and the staff of the committee, to further discuss the 
matter. The GAO again restated the problems stemming from lack of 
adequate access to information, again proposing to terminate all ef- 
fort at the CIA. As a result of these discussions and at the request of 
the committee staff, the Comptroller General recited the history of the 
matter in a letter dated June 21, 1962; he said that since May of 1901 
nothing had caused him to change his views and that a conclusion had 
been reached only after having fully considered all the factors. He 
again specified the type of access he would need to make roasonablv 
comprehensive reviews. He requested an expression of the committee's 
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views on these matters. On July 18, 1962, the committee chairman 
wrote to the Comptroller General as follows : 

The restrictions Imposed by CIA were necessary ; 

The comptroller and internal audit functions at CIA had been strengthened ; 
and, 

For these reasons and because of the Comptroller General's belief that further 
effort at CIA was not worthwhile, the conclusion to withdraw from further audit 
activities would be accepted. 

Therefore, since 1962, GAO has not conducted any reviews at the 
CIA nor any reviews which focus specifically on CIA activities, 
except for the two recent reviews noted earlier, which were done at 
the request of the Special Subcommittee on Intelligence of the House 
Armed Services Committee. 

fThe correspondence, between the GAO. CIA. and the House Armed 
Services Committee referred to by Mr. Staats is printed on pages 
496 to 518 of the appendix.] 

A somewhat different situation is presented in the case of the Na- 
tional Security Agency. In 1955, in response to a request by the Direc- 
tor of NSA, tne Comptroller General assigned a GAO staff member to 
NSA on a permanent basis to perform limited onsite audits of NSA’s 
vouchers and accounts. Under the present onsite audit procedures, all 
accounting and supporting documents are maintained at NSA or desig- 
nated records storage sites for audit purposes; these security measures 
are necessary because the majority of the documentation is of a classi- 
fied nature. The mutual accessibility of the GAO staff members and 
NSA officials permits prompt and informal resolution of questionable 
expenditures. To the present, our audit effort has been primarily of a 
financial accounting nature, plus a very limited effort in the area of 
procurement. No formal report has been published on the results of our 
continuing examinations at NSA. Section 6 of Public Law 86-36 pro- 
vides that no law shall be construed to require the disclosure of the 
organization or any function of NSA, of any information with respect 
to the activities thereof, or of the names, titles, salaries, or number of , 
persons employed by NSA. We do not construe this section as preclud- 
ing our access on a confidential basis ; we view section 6 as a prohibition 
on any disclosure of our findings to the public at large. 

The onsite GAO representative is required to obtain a special secu- 
rity clearance. From 1955 to 1973, only two or three of our staff had 
this special clearance at any one time. However, we have recently ob- 
tained clearances for a few additional members of our staff. We have 
informally discussed with NSA officials the potential for GAO con- 
ducting management-type reviews of certain aspects of NSA’s opera- 
tions. The preliminary conclusion we reached is that these are feasible, 
although we recognize that there are legal and practical limitations. 
One area in which we preliminarily believe some constructive, broader 
GAO reviews could be conducted is NSA’s automatic data processing 
and communications activities. 

There are several general considerations which bear upon the ques- 
tion of how we can most properly relate our audit responsibilities 
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to the special characteristics of the intelligence community. On the 
one hand we must keep in mind : 

Legal limitations placed on the scope of the audits we could perform and 
the lack of explicit legislative authority to audit intelligence agencies; 

The probability of continued restricted access to information ; 

Probable requirements for additional staff ; and 

The fact that any substantive reports would probably be available only for 
very limited distribution. 

There are other factors, however, and they are also entitled to be 
given due weight. These would include : 

The certainty that, whatever the exact amount, large expenditures are made 
in the execution of the intelligence function ; 

Growing recognition of the need for improved oversight machinery in the 
Congress and the support role which GAO might play ; and 

The indications of a potential for significant contributions toward more 
efficient and effective management of certain of the activities pursued by in- 
telligence agencies. 

Given the necessary charter, some of the areas where we believe that 
GAO studies might be conducive to improved management would be, 
for example, examinations into intelligence requirements and analysis 
capability compared with data-collection capability. In addition, pro- 
curement, property management, and personnel management usually 
present opportunities for economies and improved management. Fur- 
thermore, exploration should be undertaken of the potential, within 
and among the agencies, for a duplication or a lack of coordination 
of collection, analysis, and research activities. 

We perceive several available options : 

(1) Undertake reviews only m response to specific congressional 
requests. 

(2) Perform audits and reviews on behalf of oversight committees. 

(3) Initiate, renew, or continue discussions with agency officials 
with a view toward obtaining, independently of the interest of a 
specific committee, sufficient access to information to permit useful 
self-initiated management reviews. 

(4) Assign professional staff members to the oversight committees. 

(5) Seek explicit legislative authority for our audit of the intelli- 
gence agencies and access to the requisite information. 

( 6) Pursue any combination of the first five options. 

While we certainly do not rule out any of these courses of action, 
our view is that, for the present, we want to assist the oversight com- 
mittees to the extent possible. Of course, other current activities, such 
as our work at the FBI and further discussions with NSA, will be 
continued. 

The role of the GAO in the oversight of the intelligence community 
cannot be fully determined, in my view, until the oversight role of the 
Congress is agreed upon and machinery established to exercise this 
role. 

The GAO shares a common problem with the Congress in balancing 
the need for adequate review of the operations and finances of the in- 
telligence community, the need for public confidence in intelligence 
operations, and the need for confidentiality essential to the successful 
execution of many intelligence programs. 

5S-920 — 7o 2 
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This concludes my statement but with your permission, I would like 
to read some parts from my letter to this committee which spell out 
some thoughts we have. 

We say: 

We believe the Congress should once again, as it has ir the past, consider the 
manner in which oversight of the intelligence community is managed in the 
light of the constitutional provision that no moneys be spent from the public 
treasury unless appropriated by the Congress. In this regard, the Congress 
should consider the role GAO is to play in what the Congress ultimately 
decides should be the requisite Congressional approval of intelligence com- 
munity funding and activities. GAO’s role should be sufficiently clarified so that 
it can determine its reporting responsibilities. 

Then, as the second point, we say: 

We believe the Congress should address the questions of whether some broad 
policy guidelines and criteria for certain types of covert national security activi- 
ties should be established by legislation; whether any agency responsible for 
intelligence collection should also be responsible for carrying out actions ; and 
whether the existing Congressional system for identifying, approving, or dis- 
approving significant individual covert projects is adequate. 

Then we conclude by saying that : 

Given this situation, the question arises as to the adequacy of the available 
management review function within the CIA particularly. Are the agencies 
within the intelligence community so organized and structured as to permit such 
a management review' function as an internal matter? If not, can they be made 
so to enhance the possibility of effective congressional oversight management 
review, either by the oversight committees themselves or witli~the assistance 
of GAO or others? 

This concludes my prepared statement, Mr. Chairman. I will be 
happy to respond to questions. 

Mr. Keller, to my left, the Deputy Comptroller General, and Mr. 
Fitzgerald of our General Counsel’s office are here to assist me. 

Chairman Pike. Thank you very much. Before starting I would 
simply like to advise the members of the committee that we will pro- 
ceed under the 5-minute rule. 

It applies to all members. It will hurt me just as much as it does you. 

Mr. Staats, you have been most constructive and most specific. 

I would like to paint with a rather larger brush. Does the General 
Accounting Office, which has the responsibility for representing the 
legislative branch of our Government in overseeing the expenditures 
of the public moneys, know how much we spend on intelligence? 

Mr. Staats. No, sir, we do not. As I have indicated in my state- 
ment, iii preparing the report for the Senate Government Operations 
Committee, we were not able to obtain that information specifically. 

Chairman Pike. Because of the restrictions which have been placed 
on your access to information, does the GAO know ivhether there is 
duplication in the realm of our intelligence-gathering activities? 

Mr. Staats. We would have no way of finding out, Mr. Chairman. 
This information is not available to us and, unless w r e know where 
the money is and w r here the people are, we would have no basis for 
making a judgment that there is duplication or lack of coordination 
or poor management. 

Chairman Pike. Iruvour letter to this committee. Mr. Staats, you 
referred to the first, part of the seventh clause, article I, section 9 of 
the Constitution. That is the provision which states that no money 
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shall be drawn from the Treasury but in consequence of appro- 
priations made by law. It is my feeling that the Congress does in 
fact make the appropriations but they do not in fact know what they 
are appropriating when they make the appropriations. I am more 
interested in the second part of that clause which says, “and a regular 
statement and account of the receipts and expenditures of all public 
money shall be published from time to time.” 

In your judgment, is a regular statement and account of all public 
money published? 

Mr. Staats. This provision is susceptible to interpretation as to 
whether or not it refers to the totals of the Government or whether 
it relates to departments or to activities or to functions. It has never 
been fully litigated. 

Chairman Pike. If there has been an attempt to litigate it, it was in 
the case of United States v. Richardson. 

Mr. Staats. Yes, but it was eventually thrown out by the Supreme 
Court on lack of standing, if my understanding is correct.. 

There is, of course, disclosure by the Treasury and through the 
budget of overall expenditures. 

Chairman Pike. You are really an expert in this field. Do you con- 
sider the kind of disclosure which we get to be that which the Found- 
ing Fathers had in mind when they referred to a statement and ac- 
count of all public moneys? 

Mr. Staats. I would certainly agree that it does not represent full 
disclosure. But at the same time, I would have to say, Mr. Chairman, 
that from the early days of our history there have been provisions 
written into law which authorize agency heads to maintain certain 
expenditures in secret. 

Chairman Pike. Yes, but we cannot write into the law anything 
which overrides the Constitution. 

Mr. Staats. But I think it is the other way around. The Congress 
has written into law provisions which authorize agency heads to main- 
tain expenditures confidential in spite of this provision. That practice 
has not really been challenged in our long history for reasons of which 
I am unaware. 

Chairman Pike. The time of the chairman is up. 

I yield to Mr. McClory. 

Mr. McClory. Thank vou, Mr. Chairman. Do we have any estimates 
as to the overall costs of the entire intelligence community? It seems 
to me I recall some statement about $5 or $6 billion or something like 
that. 

Mr. Staats. M T e have seen those figures, too, Congressman McClory. 
But we would have to simply- 

Mr. McClory. That is just a guess? 

Mr. Staats [continuing]. Regard those as guesses unless they can 
be verified. 

Mr. McClory. You have prepared two reports for Senator Pcrcv. 
They are fairly recent, last year, I believe. Those are considered as 
secret, but you have received extensive information, I gather, from 
theintelligence agencies other than the CIA and the NS A. 

Now have those been made available to other persons than Senator 
Percy ? 
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Mr. Staats. I believe they have been made available to this com- 
mittee. There is no restriction on information which is classified as 
secret except for individuals receiving it being qualified to receive it. 
We make many reports which are of a classified nature. 

Mr. McClory. So you either could or have released that to this com- 
mittee with the understanding that it is a secret document. 

Mr. Staats. That is right. Any person who is willing to receive 
the information under the rules that apply to classified information 
is eligible to receive this kind of report. 

Mr. McClory. Now if you were authorized to conduct investigations 
such as you perform for the Congress with respect to other agencies 
of CIA and other intelligence agencies on a confidential basis that 
would be legislative authority which would give you the prerogatives 
which you don’t seem now to have. 

Mr. Staats. That is correct. 

We may have to have more explicit authority than we have today. 

Mr. McClory. Would you encounter any difficulty, do you think, if 
ultimately we should recommend the establishment of a joint con- 
gressional committee on intelligence to overview the intelligence com- 
munity with respect to the subject of the secrecy of the reports you 
might prepare for the benefit of such committee. 

Mr. Staats. I would like to say two or three things with respect to 
your question. This is to some degree a personal judgment and based 
on my own background ... I would favor a joint committee. I would 
favor it partly growing out of the experience of the Joint Committee 
on Atomic Energy which has in my opinion been quite successful in 
receiving highly sensitive information. To the best of my knowledge 
there has never been any problem concerning disclosure of unclear 
information from the committee. It has been an effective method by 
which the House and Senate could exercise oversight of that program. 

The other thing I would like to say is more related to our role. 
Without some committee of this type to which we could relate, with 
which we could agree regarding areas in which we would investigate 
and study and develop recommendations, so that we had someplace 
in the Congress where we could have an audience and a body to report 
to, we would be, I think, relatively ineffective. So I would favor for 
both those reasons a committee of the type you are suggesting. 

Mr. McClory. There is an existing rule of the House which per- 
mits any Member of the House to see and examine secret information 
with the same limitations as other Members who originally receive 
such information. Do you have an opinion as to that rule or whether 
you think it might be susceptible to some modification in order to 
retain greater secrecy of such reports. 

[The rule referred to is House Rule XI(2) (e)(2). Derived from 
section 202(d) of the Legislative Reorganization Act of 1946, it was 
made a part of the rules on January 3, 1953.] 

Mr. Staats. Speaking for GAO, we certainly would not want to be 
in a situation where there was any concern that we would be supply- 
ing information to other than a body authorized by the Congress to 
obtain that type of information, and we would not do so. By the same 
token, because of the sensitivity of the information we are dealing 
with, we need some part of the Congress to which we can relate and 
with which we could have agreement on the areas on which we would 
undertake reviews. 
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Mr. McClory. Thank you very much. 

Chairman Pike. Mr. Giaimo. 

Mr. Giaimo. In reading and listening to your testimony, you state 
on page 13 that since 1962 GAO has not conducted any reviews of the 
CIA nor any reviews which focused specifically on CIA activities. On 
the bottom of page 16, you say that the role of the GAO in the over- 
sight of the intelligence community cannot be determined fully until 
the oversight role of the Congress is agreed upon and machinery estab- 
lished to exercise this role. 

Then you go on to say how there has to be a balance between adequate 
review by the Congress and the needs of confidentiality. Is it a fair 
inference then that the General Accounting Office has very little if 
any information on the activities and expenditures of public funds 
bv the intelligence community and the members of the intelligence 
community of the U.S. Government? 

Mr. Staats. That is correct. 

Mr. Giaimo. Is it also correct that you are not, nor is the General 
Accounting Office, in a position to know whether or not the CIA or 
' other members of the intelligence family are acting within the param- 
eters of the statutes which established their existence ana their 
missions? 

Mr. Staats. That is correct. I should add here that we are also not 
able to give the Congress any appraisal as to the adequacy of the 
agencies’ own internal control machinery. This includes internal review 
of their financial requirements, accounting to the Director, accounting 
to the National Security Council or to anyone else. So we are in no posi- 
tion to make any judgment as to whether they are running a good 
internal management shop. 

Mr. Giaimo. Would you care to give us your opinion as to whether 
or not you think this is a healthy balance between the public’s need to 
know and the Congress’ need to conduct watchdog or oversight 
operations. Do you think we now have a healthy balance between the 
intelligence community and the oversight community ? 

Mr. Staats. Absolutely not. I would emphasize that it is important 
that the Congress know. Many things the Congress is aware of cannot 
be made public, and people understand that, I am sure. But I think 
there is a public confidence element here as to whether or not there is an 
oversight agency conducting reviews in the intelligence community, 
even though the results cannot be fully divulged. I think the public 
needs to be assured in this area as in any other area that there is an 
oversight agency with adequate authority to get the information and 
make that information available to the Congress of the United States. 

Mr. Giatmo. Did I understand you to say that you favor the estab- 
lishment of a Joint Congressional Committee on Intelligence to over- 
see the activities of the intelligence community? 

Mr. Staats. That is correct. 

Mr. Giaimo. You made reference in your statements to earlier meet- 
ings with GAO and conversations going back to the early 1960’s, par- 
ticularly with the Armed Services Committee. Would you characterize 
earlier oversight activities by congressional committees as having been 
done by very few individuals in the Congress ? Do you know of your 
own knowledge whether that was so ? 
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Mr. Staats. That is correct. . _ 

Mr. Giaimo. For example, you speak of the Armed Services Com- 
mittee in 1959 and 1961 and 1962, and you mentioned the subcommittee 
chairman and the chairman. In those days, if I recall correctly, the 
chairman was Mr. Vinson of Georgia. Can you tell us who was then 
the subcommittee chairman of that Subcommittee on Intelligence ? 

Mr. Staats. Mr. Keller was present at that time. I think it would be 
better if he answered the question. 

Mr. Keller. Congressman Paul Kilday was chairman of the sub- 
committee at that time. 

Mr. Giaimo. Do you know whether those conversations involved all 
of the members of the Armed Services Committee? 

Mr. Keller. I would have no way of knowing that. 

Mr. Giaimo. Do you know whether there were many people in the 
Congress in the early 1960*s who were privy to the information, which 
you have told us here today, as a result of tne communications between 
the GAO and the congressional committee involved ? 

Mr. Keller. My judgment would be that there were probably 
very few. 

Mr. Giaimo. Would you care to give us your opinion as to whether 
or not part of the problem with the inadequacy of congressional over- 
sight over the many years, particularly in the early 1960’s, has been 
the fact that there have been too few Members of the Congress who 
were privy to this information ? 

Mr. Staats. That would be my view although again we would have 
no way of knowing with how many members of the committee the in- 
formation was shared. I think only the individuals themselves could 
tell you that. 

But part of the value of a joint committee would be that the 
membership of that committee would represent a judgment by the 
Congress of those who would have a legitimate interest in the sub- 
ject. It would not be uncertain. It would not be a vague understanding 
about who was going to get the information or who was not. I think 
that there is great value in that kind of situation. 

Chairman Pike. Mr. Stanton ? 

Mr. Stanton. Thank you, Mr. Chairman. Mr. Staats, first of all let 
me thank you for your candor and your testimony which I consider 
excellent in terms of its presentation. Could you tell me, you have 
stated in your testimony that you do not know the amount of money 
expended by the intelligence community because there is no way that 
you can audit it ; is that correct ? 

Mr. Staats. That is correct. 

Mr. Stanton. Then you would have no way of knowing in a time 
frame, say, from 1955 to 1975 what the increase in fiscal outlay has been 
to any particular agency; is that correct? 

Mr. Staats. That is correct. 

Mr. Stanton. Is it true that the reason that you cannot tell is because 
such funds are hidden in other parts of the Federal budget and that 
there are only specific Members of Congress who know, on the Appro- 
priations Committee, in what particular agency budget that money is 
contained; is that correct? 

Mr. Staats. Both for that reason and for reasons of secrecy and 
confidentiality. 
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Mr. Stanton. As to your experience with the NSA, where you did 
institute audit procedures, is it your belief that the same procedures 
could be instituted with respect to the CIA? 

Mr. Staats. I would be inclined to say “yes” if you assume that 
we will be able to make meaningful reviews of the managerial side 
of NSA. We think we can, and we have no contrary indications to 
date from NSA that they would not be agreeable to managerial type 
reviews. I mentioned two potential areas where we feel that GAO 
audit-s could be made : automatic data processing and communications. 
But we recognize again that even there we need to have someone to 
whom we can report because I would be willing to venture today that 
those could not be public reports. 

Mr. Stanton. Would you say that, when you need somebody to 
report, to, you are talking about the Congress and, specifically, I as- 
sume, the joint congressional committee concept that has been advo- 
cated for about 20 years. 

Mr. Staats. That is correct. 

Mr. Stanton. Do we not run the risk of a joint congressional com- 
mittee becaming part of the establishment or the agency over which 
it performs oversight? For example, it has been said that certain 
committees of this House who have oversight responsibility have been 
so involved with the object agency that they have failed in terms of 
performing oversight. Is that danger not possible through a joint 
congressional committee performing that function ? 

Mr. Staats. Not inherently so, as I see it. I suppose there is a danger 
of any committee, whether we are talking about an oversight com- 
mittee of this type or any other committee, becoming, you might say, 
advocates of the program. This is a matter, I think, of broader 
concern than just the field that we are talking about here. 

But there are ways that you can protect against that, also. 

Mr. Stanton. That is correct. 

For that purpose would you think that one of the ways might be a 
limitation on the amount of time that a Member serves on that com- 
mittee, as we do on the Budget Committee of the House presently, with 
a limitation of serving on the joint congressional committee for 2 to 6 
years, or for a specific period of time ? 

Mr. Staats. I think that might be one way to deal with it. 
If that were done, I would hope it would not be such a short period of 
time that individuals would not be able to become fully knowledgeable 
about the area they are working in. I have a feeling that, concerning 
the arrangement of the House Budget Committee, the period of time 
is too short ; but that is another matter. 

Mr. Stanton. Would it be possible and practical in your judgment 
to institute, for the protection of the public and the building of con- 
fidence of the public in Government the activities in this sensitive 
area, explicit expressed authority for the GAO for audit review 
through enactment of legislation as recommended by our committees 
to other committees in the House? 

Mr. Staats. Yes, indeed. I referred to several avenues of approach 
in my statement. I w ould want to emphasize that I doubt that we could 
be fully effective, even with a joint committee, unless we specifically 
had access authority to information. I do not believe wo would be 
able to get that information as readily without such explicit authority. 
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Mr. Stanton. I concur. I thank you very much for your testimony. 

Chairman Pike. Mr. Treen. 

Mr. Treen. Thank you, Mr. Chairman. I appreciate, Mr. Staats. 
your being here today. I would like to ask you if you know, either as 
a result of review of the experience during Project Manhattan or 
because you were with the U.S. Bureau of the Budget from 1939 to 
1953, how the Cong less appropriated funds for the Manhattan project, 
how they were accounted for when expended, and who had access to 
that information ? 

Mr. Staats. I do not know specificallv the names of the individuals 
who had access to that information, but I believe that there were 
only two individuals who had access to that information. 

Mr. Treen. Do you know how the money was appropriated, under 
what heading, under what category did we appropriate the money for 
the research to develop the atomic bomb in the early 1940’s? 

Mr. Staats. That information is now available and we would be 
glad to supply it for the record. My recollection was that it was made 
available largely through the Corps of Engineers construction 
appropriation. 

Mr. Treen. I would appreciate, Mr. Chairman, if that is satisfactory 
with you, getting the details of that for the record. 

Chairman Pike. Yes; we would appreciate your providing that for 
the record, Mr. Staats. 

Mr. Staats. We will be glad to. 

[The information follows:] 

The history of the Manhattan Project is the subject of “Now It Tan Be 
Told,” by Lt. (Sen. Leslie R. Groves, who was director for the Manhattan Project 
from September 17, 1942, to December 31, 1946. Chapter 26 specifically concerns 
the extent to which the nature of the project and the sources of its funding 
were made known to Members of Congress. Involvement of the General Account- 
ing Office in auditing the expenditures of the Manhattan Project was discussed 
in hearings before the Senate Select Committee on Atomic Energy on April 4 
and 8, 1946. The audit conducted during that period was essentially a voucher- 
type audit. 

See also, “On Active Service in Peace and War,” by Henry L. Stimson and 
McGeorge Bundy, particularly page 614. Volume I of “A History of the United 
States Atomic Energy Commission,” by Richard G. Hewlett and Oscar E. Ander- 
son, Jr., contains in Chapter 9 a discussion of Congress and appropriations for 
the Manhattan Project. 

Mr. Treen. I would like to get into the question now of your au- 
thoritv to examine accounts. Basically you have authority under 31 
U.S.C., sections 54 and 60 which seem to me to contain a rather broad 
charter. Section 54. title 31 states that all departments of the Govern- 
ment- shall furnish to you “such information regarding the powers, 
duties, activities, organization, financial transactions, and methods of 
business of their respective offices as he may from time to time require 
of them.” 

You are given the authority to secure and “have access to and the 
right to examine any books, documents, papers, or records of any such 
department or establishment.” Under section 60 you are “authorized 
and directed to make an expenditure analysis or each agency in the 
executive branch of the Government * * * which, in the opinion of 
the Comptroller General, will enable Congress to determine whether 
public funds have been economically and efficiently administered and 
expended.” 
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Before getting your response tliereto ? I assume that you feel that the 
appropriations acts that contain provisos about expenditures on the 
certificate or warrant of the head of an agency cut across these statutes, - 
is that correct? 

Mr. Staats. Yes, that is correct, and in the case of CIA there is a 
specific provision in its organic act, as you know, which authorizes the 
Director to make expenditures on his own certificate, which means we 
do not have any authority to go behind 

Mr. Treen. I would like to examine that a little bit legally. I have 
never examined into this area before, but when Congress says that the 
head of an agency may expend money on his own certificate, of course 
that means that he then is given a great deal of discretion in how that 
money is spent, but do you interpret that to mean that you cannot then 
look at how it was spent ? 

Mr. Staats. That is correct. 

Mr. Treen. He is given the authority to spend it ? 

Mr. Staats. That is correct. Legislation has been introduced in the 
House by Congressman Eckhardt on January 16 of this year for 
himself and a number of other Members, which would at least author- 
ize us to go behind the certification to the extent of making a judgment 
as to whether it was in fact a justifiable certificate in the sense of 
being secret or confidential. 

[The bill referred to is II. R. 1513.] 

Mr. Treen. You don’t think you have that authority now ? Are there 
any court decisions upon which you base that opinion? 

Mr. Staats. No, sir. 

Mr. Treen. It seems to me the discretion to spend on the certificate of 
a head of an agency doesn’t mean that you can’t examine that expendi- 
ture ; at a very minimum you can — you can total up the amounts he 
has spent on his own certificate, can’t you ? 

Mr. Staats. We may not even be permitted to know the amount. 

Chairman Pike. The time of the gentleman from Louisiana has 
expired. 

Mr. Dellums. 

. Mr. Dellums. Thank you very much, Mr. Chairman. 

Mr. Staats, I am appreciative of your being here this morning. 

On page 8 of your testimony you allude to divestiture of certain pro- 
prietary interests on the part of the CIA. 

Now, my first question may elicit from you classified information. 
Maybe the question that would elicit classified information could be 
answered for the record. 

First of all, did you do an audit on the CIA’s sale of both Southern 
Air Transportation and Air Asia? 

Mr. Staats. I am advised, Congressman Dellums, this would be 
classified information and we would have to supply that answer to you 
in a classified manner. 

Mr. Dellums. I would request unanimous consent that material be 
given to this committee, Mr. Chairman. 

Chairman Pike. Just a moment. Before we do that, are you telling 
us that whether or not you performed an audit is, itself, classified 
information ? 

Mr. Staats. That is my advice at the moment, Mr. Chairman ; that 
would be the case with respect to any specific operation. 
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Chairman Pike. The matter will be either provided for the record 
or heard in executive session at some subsequent time. 

Mr. Dellums. Thank you, Mr. Chairman. 

Is it correct you did do an audit on the divestiture of two proprietary 
companies? 

Mr. Staats. Yes. We were asked to look at whether or not the pro- 
cedures that they went through to divest themselves of these interests 
were adequate, and we did get the necessary information, and we ren- 
dered opinion on the questions in each case. 

Mr. Dellums. Did you look at or audit the profit and loss state- 
ment of either or both of these proprietary companies ? 

Mr. Staats. I am sorry, I didn’t get the first part of your question. 

Air. Dellums. Did you look at or audit the profit and loss statement 
of either one or both or these proprietary companies ? 

Mr. Staats. I am advised that we did not make an audit of any profit 
and loss statement. 

Mr. Dellums. So you have no way of answering the question of 
whether or not these companies made a profit ? 

Mr. Staats. No. sir. 

Mr. Dellums. What happened to the money from the sale of these 
two proprietary companies \ 

Mr. Staats. I believe our reports would be available to this com- 
mittee, Air. Chairman. 

Chairman Pike. Will the gentleman from California yield ? 

Air. AIcClory. 

Ah*. McClory. I have a point of order. 

The point is that the witness stated this is classified information 
and you have stated that you would receive the information in execu- 
tive session. 

Chairman Pike. That is not my understanding. The witness, who 
is a very experienced, old hand in these things, has said that naming 
the specific corporations involved did constitute a classified statement." 

Air. Dellums thereafter rephrased his question to cover unnamed 
corporations. If at any time Mr. Staats feels the matter is or should 
be classified, he has an absolute right to say so. 

The Chair overrules the point of order. 

Air. AIcClory. I think he was referring to the specific cases to which 
the witness had already stated 

Chairman Pike. As I said, I am not going to raise the question of 
secrecy if Air. Staats does not opt to do so. 

Mr. Dellums. Mr. Chairman, I would restate my question: What 
happened to the money from the sale of these two unnamed proprietary 
companies? 

Air. AIcClory. Air. Chairman, I think the witness — I think that our 
colleague 

Chairman Pike. Does the gentleman make a point of order? 

Air. Dellums. I am not yielding time to the gentleman. 

Mr. Giaimo. Will the gentleman yield to me for a moment? 

Mr. Dellums. I yield to my distinguished colleague. 

Air. Giaimo. For many years, one of the problems has been that 
even before we have objections from the executive branch or the 
agencies themselves, there is all too often a predisposition on the part 
of certain people in the Congress to impose our own cloak of secrecy — 
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in addition to executive branch cloaks of secrecy — over the activities 
of agencies. That has been part of the problem with congressional 
oversight. 

Chairman Pike. The Chair will simply state that any man can make 
a point of order at any time. 

Mr. McClory made a point of order and was overruled. 

Mr. Dellums. 

Mr. Delluhs. Thank you. - 

Mr. Staats, on the question 

Mr. Staats. I am sorry, Congressman Dellums, we are not able 
to respond to that question for the reasons I have indicated. 

I hope the members will appreciate the fact we are bound by the 
same laws that bind everyone else with respect to the classification 
of information. 

Mr. Dellums. I respect that. I am simply raising questions; if it 
it classified I would simply request that the information be given 
to the committee or heard in executive session. I am simply raising 
the question. 

Mr. Staats. I believe that can be done. 

Mr. Dellums. Thank you. 

My next question is, was the company or companies sold at true 
market value? 

Mr. Staats. We are not able to respond to that. 

Mr. McClory. I think the witness is entitled to be protected by 
the confidentiality under which he guards this information 

Chairman Pike. Mr. McClory, I am just going to say flatly the 
witness is wholly capable of taking care of himself. 

Mr. McClory. And the 

. Chairman Pike. This witness has been around longer than you and 
I have been around. What has happened here is that by your raising 
points of order and interrupting Mr. Dellums, Mr. Dellums’ time has 
expired and accordingly the Chair now is obliged to recognize Mr. 
Murphy. 

Mr. McClory. A further point of order. I want to make it per- 
fectly emphatic here that I intend, when a witness is pursued after" 
he has made the point, to provide the information, would violate the 
confidentiality under which the information is held, I am going to 
— persist in objecting to questions which would endeavor to elicit in- 
formation which the witness has indicated he is not at liberty to pro- 
vide and to persist in the questioning after that point has been made. 

It seems to me quite improper as far as the members of this com- 
mittee arc concerned. 

I am not raising any question with regard to secrecy which is not 
already inherent in the law, but I am going to be certain that whatever 
is inherent in flip law is going to be preserved and protected in this 
hearing. 

Chairman Pike. The gentleman from Illinois did not state a point 
of order. Any time that the gentleman from Illinois does state a point 
of order, the Chair will rule on the point of order, but the Chair is 
not going to let the time of any member of the committee be used 
up in that fashion and from now on the Chair will exercise his discre- 
tion in granting additional time, if we run into that situation again. 

The Chair recognizes the gentleman from Illinois, Mr. Murphy. 
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Mr. Murphy. Mr. Chairman, I will yield 1 minute of my 5 minutes 
to Mr. Dellums. 

Mr. Dellums. Thank you very much. 

Mr. Staats, with a view toward understanding that the questions 
I am raising with you are in no way an effort to compromise you. but 
simply to raise the questions : If in fact in your judgment the matters 
are security matters that should be given to this committee in executive 
session, I accept that as a member of committee. 

I simply raised the question in order to elicit the response today or 
at some future date. 

My next question in the remaining seconds I have is, were the compa- 
nies sold strictly to the highest bidder? If not, why not? 

My next question, who bought these companies? Were any of the 
buyers previously associated with the CIA and, finally, what kind 
of CIA audits have been made on company ledgers? If you could sup- 
ply us with answers to all of the questions that I have raised with you 
that are of a classified nature, I will deeply appreciate it and with that 
I yield back my time to my distinguished colleague. 

[The information may be found in the committee files.] 

Mr. Murphy., Thank you. 

I too would like to thank you for your forthright testimony here 
today, Mr. Staats. 

In your testimony you pointed out legal restrictions on your audit-— 
ing and your access to information authority, and later on page 3 you 
say a closely related problem is the difficulty of developing acceptable 
arrangements for the reporting of GAO findings and conclusions to 
Congress. 

My question, Mr. Staats, is whether we could have your recommen- 
dation in developing acceptable arrangements for the reporting of 
your findings and your auditing to the Congress? 

Mr. Staats. Yes. This very definitely relates to the discussion we had 
a few minutes ago with respect to a joint committee, or some alterna- 
tive arrangement 

Mr. Murphy. I understand you agree with the theoi'v of the joint . 
committee as I do. 

I would like, at your leisure, for you to supply us with acceptable 
reporting arrangements to the Congress, taking into consideration the 
confidence you must preserve and the Congress has to preserve. 

Mr. Staats. We will be happy to elaborate and develop that point 
further. 

Mr. Murphy. Thank you, Mr. Staats. 

Thank you, Mr. Chairman. 

Mr. Murphy. I yield to Mr. Dellums if I have time. 

Mr. Dellums. Mr. Staats, what is your opinion of the legality of 
an agency investing appropriated funds in the stock market ? 

Mr. Staats. I don’t really know what your question alludes to, 
but I would say that the freedom which CIA has been given in the 
statute does not preclude any investment or any exnenditure which in 
the judgment of the Director would carry forward his own program 
and there is no way that you can really go behind that. That is really 
the substance of what I have been saying here. 

Mr. Dellums. So you are suggesting that the authority for the CIA 
or any other agency of the so-called intelligence comimmity to estab- 
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lish proprietaries and spend appropriated funds for that purpose is 
within their authority, given the present law ? 

Mr. Staats. If the Director mates that determination, yes. 

Mr. Keller. The CIA Act specifically provides that the moneys 
available to the Agency can be spent without regard to any other pro- 
visions of law and regulations relating to the expenditure of Govern- 
ment funds. It is a very broad provision. 

Mr. Dellums. One other question: What is the legality of covert 
Government proprieties competing for Government contracts with 
public companies? Do you have any opinion on that? 

Mr. Staats. Our response would have to be the same as the one we 
have given to your previous question. 

Mr. Dellums. I appreciate that. 

Chairman Pike. Mr. Kasten. 

Mr. Kasten. Title 31, section 60 of the United States Code directs 
the Comptroller General to report directly to the Government Opera- 
tions Committees, et cetera, on a number of different expenditures and 
evaluation of expenditures of executive branch agencies. 

On page 6 of your letter of July 31 to the chairman you state that in 
general GAO has not taken the initiative in pressing for oversight of 
intelligence operations, but has made serious efforts to assist the com- 
mittees on a request basis. 

Does the GAO make a distinction between the congressional and 
self -initiated audits relative to the methodology and also relative to 
the legal authority? Do you draw a line between the statute here and 
what you are supposed to be doing, and also the initiated studies? 

Mr. Staats. The legal problem is there in either event. What is dif- 
ferent is that if there is a strong interest on the part of a committee 
such as the .A rmed Services Committee or the Foreign Relations Com- 
mittee in a particular matter, then our chances of getting the necessary 
information on a voluntary basis are better. 

Mr. Kasten. Under the normal procedure of reporting periodically, 
what reports have been submitted to the committees in accord with 
this statute? What reports having to do with intelligence and what 
reporting arrangements and procedures now exist between the GAO 
and the various committees that have oversight responsibilities at the 
present time? 

Mr. Staats. Let me respond to your question in the general frame- 
work in which we operate with respect to all the committees of the 
Congress. ~~ 

The statutes, beginning with the Legislative Reorganization Act of 
1970, and reincorporated in the Congressional Budget Act of 1974, 
require that we respond to requests that come from committees of the 
Congress to the best of our ability and we have worked with virtually 
all the committees in the Congress in that manner. These would be 
reviews that are undertaken specifically on request of committees, and 
the reports are made to the requesting committees. The availability of 
those reports to other elements in the Congress is a matter that is han- 
dled on a case by case basis. In some cases they are made widely avail- 
able. In other cases they are held for hearings and for other reasons. 

Now, regarding reports that we make on our own initiative under 
the broad charter that we have, these are made available to the public 
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unless classified, the day after they are forwarded to the Speaker of 
the House and the President of the Senate. All of these reports are 
referred to the interested committees and in all instances, to the Gov- 
ernment Operations and Appropriations Committees. The Govern- 
ment Operations and Appropriations Committees have a specific 
responsibility under the Legislative Reorganization Act for following 
up on our reports and the recommendations we make in those reports, 
including, for example, receiving agencies’ responses to those recom- 
mendations. Each agency is required within 60 days to tell the com- 
mittees whether they intend to accept our recommendations or not. So 
the Government Operations Committee does have a special responsi- 
bility concerning our self-initiated reports. 

Mr. Kasten. The point of my questioning is. I think there may be 
as many problems on our side — on our side as the Congress — as there 
may be on the other side, the CIA or you. 

Have, since 1962, any congressional committees requested the GAO 
to resume its financial audits of the CIA ? 

Mr. Keller. Not since 1962. 

Mr. Kasten. There has not been that request ? 

Mr. Keller. No, sir. 

Mr. Staats. The only requests we have had, Congressman Kasten. 
relate to those which we cite in our testimony here this morning. 

Mr. Kasten. In the letter you provided to us and also the letter to 
Senator Proxmire. you said that the GAO terminated all audits of the 
Cl A because of disinvolving access to records. 

Specifically, what difficulties have been encountered by the GAO in 
its attempt to conduct meaningful audits of the CIA ? 

Mr. Keller. Perhaps I could answer that. sir. In the first instance 
there is the provision in the CIA Act which allows the Director to 
make expenditures on his awn certificate. The law goes on further to 
say that the certificate “shall be considered a sufficient voucher for the 
expenditure” ; to accountants that means that is all the data which is 
to be available. 

Second, the position taken in the early sixties by the Director of 
CIA was that not only were unvouchered, certificated expenditures 
exempt from review by our office, but that also vouchered expenditures, 
if they were made in support of the covert activities, would not be 
subject to GAO review. And then you begin to get the whole thing 
mixed up. 

Also, it is my understanding that our people who were out there 
were given limited access to certain things they wanted to look at, were 
never allowed to see very much of the whole picture and after a 2- or 
3-vear trial period of trying to expand our audits we came to the con- 
clusion it was not a worthwhile effort. 

Mr. Staats. When the definition includes those activities which sup- 
port covert operations, then it includes literally almost everything the 
Agency does, because nearly everything can be regarded as being in 
support of confidential operations. It was a hopeless situation as the 
GAO saw it, and we properly withdrew. 

Chairman Pike. Mr. Aspin? 

Mr. Aspin. Thank you, Mr. Chairman. 
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Mr. Staats, you have already said that you don’t know the total 
amount of money that we are spending here. That would be one of 
the questions in which I am interested. 

I don’t know to what extent you can help, but I am trying to find out 
something about where does the money come from and who has control 
over it. 

Now, where the money comes from apparently is scattered — mostly 
we talk about it being scattered throughout various other budgets, in 
the federal budget system and then shifted to the intelligence com- 
munity after the appropriations process. 

You are an expert. You have been around a long time. How else 
could the CIA or any other intelligence organization get money other 
than through that process? Is there any way other than through that 
process they might get money ? 

Mr. Staats. I don’t personally have too much difficulty with the 
process, provided that there is a policy 

Mr. Aspin. I am just trying to determine if you can think of any 
other way they might get money. For example, what is the legal status 
over any profits made from proprietary companies? Have they com- 
plete discretionary control over that ? 

Mr. Staats. It is all considered during the appropriations process. 

Mr. Aspin. Is that recycled through the appropriations process? 
Do they have to return that money to the Treasury ? 

Mr. Staats. Let me answer your question this way : There is dis- 
closure of these operations within the framework of the existing ar- 
rangements for review 

Mr. Aspin. What happens to the money? If they make a profit at 
the end of the year, what happens to that profit? Does that go back 
into the Treasury and they have to get appropriations from it or can 
they use that money as they see fit ? 

Mr. Staats. No; they cannot use it as they see fit but it is subject to 
the same monitorship by the OMB that all of their funds are subject to. 

Mr. Aspin. Do you know how that works? I mean, do you know what 
happens to that money ? 

Mr. Staats. I do not believe that I am the best person to answer 
your question. Mr. Lynn probably can answer your question. 

Mr. Aspin. Who can we ask ? 

Mr. Staats. Mr. Lynn. 

Mr. Aspin. Where else could they get money? Could they be. for 
example, printing the stuff ? Is that possible ? Can you think of any 
other place? I am trying to find out where all the possible sources of 
funds for the intelligence community come from. Where do they come 
from? 

Mr. Staats. The only basic source is appropriations. 

Mr. Aspin. You can’t think of anything else? Appropriations, pro- 
prietary companies, selling such companies, profits from such 
companies? 

Mr. Staats. Those would not be significant in relationship to the 
total operation, no, sir. 

Mr. Aspin. Let me speak to the question of who has control over it. 
Do you have any feel for — the head of the Central Intelligence Agency 
is also head of the entire intelligence community. Do you have any 
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feel for how much control he has over that total intelligence budget of 
other intelligence agencies other than the CIA ? 

Mr. Staats. I can only refer you to the statute under which he wears 
two hats; he is Director of Central Intelligence 

Mr. Aspin. Does he help set the budgets for other agencies ? Does he 
help set the budget for the NSA ? 

Mr. Staats. He helps. 

Mr. Aspin. How much authority does he have, like the Secretary 
**?•**& of Defense helps to set the budget for the Army, Navy, and Air F orce ? 
Has he that kind of authority, to set the budget for DIA, NSA, and 
other intelligence-agencies? 

Mr. Staats. Legally he does participate inThat. 

Mr. Aspin. Never mind what happens legally. What happens in 
fact? Does he really control the budgets of all those agencies? 

' MptStaats. The word “control" is too strong a term. Legally he has 
the responsibility for advising the President with respect to that func- 
tion. If there were an issue involved, undoubtedly he would have to get 
the Presidents decision, but his charter to advise the President is very 
broad. His concern relates to the total community, that is ouite correct. 

Mr. Aspin. Do the other intelligence agencies present their budgets 
to him for their approval ? Where do they present their budgets, do 
you know ? 

Mr. Staats. I think you should direct this question to Mr. Lynn, who 
will be with you tomorrow. He is much more recently involved in this 
than I. — 

Chairman Pike. The time of the gentleman has expired. 

Mr. Milford. 

Mr. Milford. Thank you, Mr. Chairman. 

Mr. Staats, effective intelligence work, by its very nature, is highly 
secret and strict — and requires strict “need to know” rules. 

The standard operating procedures within intelligence organiza- 
tions are carried on in such a way that even their own employees have 
very limited kmwledge of the overall mission and activities. And, as 
you know, the CIA and others use a so-called compartment system 
where even high level department officials will not be aware of special 
missions and operations. This, of course, is a very necessary procedure. 

Now, in your opinion, can professional auditing procedures be de- 
vised wherein your own employees could audit these agencies and yet 
maintain this compartmental concept ? 

In other words, can you keep your auditors departmentalized and 
„ yet come up with a reasonable appraisal or audit wherein a very lim- 

ited number of your key people would be aware of the overall audit 
results? 

Mr. Staats. Our staff has had experience with many highly secret, 
highly sensitive operations, and I think our record is very good in that 
we have not been the source of any disclosures of that type of informa- 
tion. We have been involved in reviews of military readiness, the 
performance of highly sensitive weapons systems and matters of this 
type. So I have no concern about our ability to deal with secret, classi- 
fied, confidential information. 

Now, referring to the compart mentation which exists within certain 
intelligence operations, I have to be very frank that there will prob- 
ably have to be clear legal authority to have access to the necessary 
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information on a sufficiently broad basis. That may present a problem 
to the intelligence agencies, but I think that there must be some recog- 
nition here that without the ability to get information in that manner, 
there is not going to be adequate oversight, whether done by us or by 
anybody else. You are not going to have it. 

Mr. Milford. I agree with you. 

My question, primarily, goes not toward the executive agency so 
much as, can you devise auditing procedures that would maintain this 
compartmental concept? 

Mr. Staats. I think we can. I think we would have to be guided by 
and would take into account the agency’s own problems in this regard. 
Wo do that today in similar situations. 

Mr. Milford. Obviously, at some point there must be interdepart- 
mental correlation, but my question is, can it be assumed that only a 
very limited number of people, such as the intelligence agency itself, 
have access to it ? It is very limited ? 

Mr. Staats. We would have to recognize that problem, and in fact 
today all of our classified reports are reviewed by the agency before 
we release them to the Congress from the standpoint of what specific 
information in them has to be classified. 

On any of these subjects, we send the report in draft form to the 
agency and many times, as you may know, we send classified reports 
up to Congress. Often part will be classified, part will be unclassified. 
Or there may be even pages where certain parts of the information 
are classified, the remainder unclassified. This judgment is not made 
by us; it is made by the agency when it gives the draft its security 
review, and I think that would have to apply in this case. 

Mr. Milford. You mentioned briefly in your statement that audits of 
the intelligence agencies might require more personnel. Do you have 
any idea of how manyor what percentage of an increase would be re- 
quired if you get into this? 

Mr. Staats. We couldn’t really venture any guess at this point. It 
would depend a great deal on tne wording of the statute giving us 
authority, and I think it would depend a great deal on the interests 
of the oversight committee itself as to how much it would like us to do. 
But I couldn’t venture a guess at the moment. 

Mr. Milford. It would follow this compartmental concept in your 
auditing. Would this proportionately require more people to carry out 
than your routine types of investigations and audits ? 

Mr. Staats. I would say yes. Generally, yes. 

Mr. Milford. Thank you, Mr. Chairman. 

Chairman Pike. Mr. Johnson. 

Mr. Johnson. Mr. Staats ? you have mentioned the figure $6 billion 
in your letter to the committee as being the probable amount or at 
least the figure that is bandied about as being spent on the intelligence. 

Mr. Staats. That was not GAO’s figure ; no, sir. 

Mr. Johnson. I think it is in your letter to the Congress. 

Mr. Staats. We are attributing that figure to other sources. 

Mr. Johnson. You say it comes from other sources, but that is the 
figure that you use. You didn’t say that you had determined that. Ob- 
viously it is a large figure. We all recognize it is in the billions. 

Mr. Staats. Yes. 

68 - 920—75 3 
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Mr. Johnson. It is also my understanding it is hidden throughout 
the budget in the budgets of many different agencies and departments 
of the Government ; is that correct? 

Mr. Staats. That is right. 

Mr. Johnson. When you are making audits of these other agencies 
and departments of the Government, do you ever run across these blocs 
of funds which are somehow squirreled away for the intelligence 
activities of the Government? 

Mr. Staats. We do run into situations on other reviews that we 
make, reviews of the type I referred to on page 2 of my statement, 
where we are simply tola that that is information not available to us. 

Mr. Johnson. Then you do not pursue that further? 

Mr. Staats. We have no way to pursue it. 

Mr. Johnson. I hesitate to use the word “stonewalled” but when you 
run into that stone wall attitude, do you take it for granted you haven’t 
authority to pursue it? How do you know it doesn’t go beyond intelli- 
gence activities? 

Mr. Staats. With our present authority, we are not able to go be- 
yond that point, although we make an effort to get them to give us 
information on a voluntary basis. 

Mr. Johnson. I understand that the CIA has statutory authority 
to do as it pleases with the money and I agree with your interpretation 
of that. 

You have mentioned in your testimony or in your letter, I have for- 
gotten which, that in response to a letter concerning Senator Percy’s 
request, that you did not get responses from the CIA, the Defense 
Department, and the NSA, I believe. You mention that they cited 
statutory authority. What statutory authority does NSA and the 
Department of Defense have to refuse to give you information legiti- 
mately requested ? 

Mr. Staats. We have that information here. If you like, we can 
specify it now or give it to you. 

Mr/ Johnson. If you can submit that to the committee, I would like 
to see if the legislation we are talking about needs to be expanded 
beyond "CIA. 

[The requested information is printed in the appendixes of these 
hearings.] 

Mr. Johnson. The Defense Department evidently, if they tell you 
it is secret, you won't pursue it, or if NSA tells you, you won’t pur- 
sue it. 

Mr. Staats. We might pursue it to see- whether or not they would 
be agreeable to declassifying enough of it to meet our requirements. 
For example, if we are dealing with something like narcotics control, 
or if we are dealing with some other matter then we do pursue it in 
that sense, but the ultimate decision is theirs, not ours. 

Mr. Johnson. In your letter you indicated you wrote a letter to CIA 
January 17 of this year and never received a response and made 
attempts to get a response and could not. 

What attempts do you make when they refuse to talk to you? 

Mr. Staats. These are handled by telephone or visitation. 

Mr. Johnson. And if they flatly refuse, there is nothing you can 
do about it ? 
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Mr. Staats. That is correct. 

Mr. Johnson. Wellj we have this amendment to the Foreign Assist- 
ance Act of 1974 which was passed last year, which prohibits CIA 
expenditure of funds “for operations in foreign countries other than 
intelligence activities, intended solely for obtaining necessary intelli- 
gence’’ unless the President determines it is important to the national 
security. 

Presently then there would be no way of determining, no way that 
anybody in the U.S. Government, unless the President himself went 
into an investigative posture, could determine whether or not that 
provision of the law is being honored ; is that correct? 

[The reference is to the Hughes- Ryan amendment — section 32 of the 
Foreign Assistance Act of 1974, P.L. 93-559, “Intelligence Activities 
and Exchange of Materials” — which amended section 662 of the 
Foreign Assistance Act of 1961; 22 U.S.C. 2422. The amendment 
is printed on page 429 of the appendix.] 

ill*. Staats. That is correct. 

We do find that in some cases the agency will let us have infor- 
mation. For example, in connection with the report we made to the 
Congress on the legislative ceiling on expenditures in Laos, we were 
able to get the information because they were willing to supply it. 

Mr. Johnson. They gave you the information, but did you have 
any way of verifying if the information they gave you was correct? 

Air. Keixer. Probanly not. 

I would like to follow up a little bit on your earlier question for 
a minute. The law is quite clear in that it says we shall have access to 
all information and papers and records of agencies. At the same time, 
there is no enforcement power in the Comptroller General. In other 
words, if we do get a refusal, we have no subpena power, we have no 
way of going to a court and trying to enforce our right. We have 
presented testimony on this problem to Congress, not primarily with 
regard to security agencies, but concerning many agencies; we have 
asked for subpena power in order to get a resolution of whether we 
have a right to these records or not. 

It is just as simple as this — that we can have all the rights in the 
world and the agency has the papers and doesn’t give them to us. 

Chairman Pike. Mr. Hayes? 

Mr. Hates. Mr. Staats," do you know the mechanical method by 
which moneys allocated in one budget — for example, in the Air 
Force budget for intelligence purposes — are then transferred to an- 
other intelligence agency — for example, to the CIA? 

Mr. Staats. Mr. Lynn, again, can outline this. I am sure he will 
tomorrow, but, in general, this is handled through the OMB with the 
advice of the DCI and it becomes a Presidential decision. 

Mr. Hayes. So that the physical method then is determined by 

OMB? 

Mr. Staats. At the beginning of the fiscal year or as soon as the 
funds are available, there would be a transfer that would take place. 

Mr. Hayes. Do you have information concerning how employees 
are detailed between the various intelligence agencies and other execu- 
tive branch departments? 

Mr. Staats. No, sir, I do not. 
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Mr. Hates. If confidentiality and the problem of classification 
causes no audit to be done, is it possible for GAO now to audit those 
things which have been publicly disclosed? For example, the Glomar 
Explorer adventure? 

Mr. Staats. As far as getting verification of the data which relates 
to that matter, the answer would still lie with the agency. I don’t think 
the fact that it has been made partially public really alters the legal 
or the factual situation. 

Mr. Hayes. You do not believe that alters their classification sys- 
tem at all, so they may classify what has been published in news- 
papers ana broadcast by television and yet you accept that classifica- 
tion or you feel you are required to accept it? 

Mr. Keller. If we are talking about CIA and funds spent on the 
certificate of the Director. He can still maintain he has legal authority 
to withhold information on that project. I can conceive that he would 
say, “Yes, this has been disclosed, but we are not going to disclose 
the mechanics relating to the part that was disclosed.” 

Mr. Hayes. For example, the procurement process on the vessel 
itself, how much it cost and who contracted for it, et cetera. 

Mr. Keller. Of course, I am speculating here. 

Mr. Hayes. Does the General Accounting Office have authority to 
conduct audits on U.S. agencies outside the United States? 

Mr. Keller. Yes. 

Mr. Hayes. Do you feel you are subject to the same rulings of con- 
fidentiality and classification when you go abroad and begin to con- 
duct those audits? 

Mr. Keller. We have offices in Frankfurt, Germany, and Bangkok. 

There are two types of situations. We probably would have trouble 
with overseas CIA activities just the same as we would have a problem 
here. With respect to Defense activities or AID activities that do not 
involve intelligence activities, even though tliev may be classified, we 
probably would not have any particular trouble. Our people would 
have to have the required security clearances, but we have had no 
real problem with that. 

Mr. Staats. Legally, we have the same situation in any agency where 
the agency head has authority to make expenditures on his own 
certificate. We have exactly the same problem in State or the FBI 
with respect to expenditures made on a certificate. Any other agency 
that has that same kind of statutory power presents the same problem 
as far as we are concerned. We cannot go behind the certificate made 
by the agency head. 

Mr. Hayes. Thank you. 

Chairman Pike. Mr. Lehman ? 

Mr. Lehman. Thank you. Mr. Chairman. 

Mr. Staats, are you a CPA ? 

Mr. Staats. No, sir. 

Mr. Lehman. Being head of the General Accounting Office, you 
work very closely with CPA’s and understand professional accounting 
procedures? 

Mr. Staats. We have about 600 CPA’s in GAO, and we work very 
closely with CPA organizations. 

Mr. Lehman. I am sure you have a working knowledge. 
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In looking through this statement of yours, I run into such terms 
in regard to auditing as, on page 4, “accuracy of estimates.” On page 7, 
blocked-out informants’ names in ordinary accounting procedures. In 
getting a certified audit, you do have to do confirmations on which 
are the informants in the certified audit. 

At page 6 you talk about “lack of access of information.” 

In this kind of an audit, it is really not what I would call a real 
audit. To me an audit is either a certified audit or not an audit. It 
either is or it isn’t. 

To me what kind of a financial institution in this country would 
advance money to a business firm based on this kind of an audit that 
lacks estimates, contains blocked-out names, and reports lack of access 
to information? 

Mr. Staats. I am sure that you would recognize that when an audi- 
tor cannot fully verify the basis upon which he certifies a financial 
statement, he is going to qualify. He should qualify it. 

In this case that you refer to, involving the blocking out of inform- 
ants’ names, it would not affect at all the kind of judgment we would 
be seeking to make, whether the summaries which the FBI has pre- 
pared for us are adequately reflective of what is in the files. We don’t 
need the name of the person ; we don’t need the name of the organiza- 
tion ; what we do need to know is whether the summary itself is an 
accurate reflection of what is in the file. 

Mr. Lehman. You have to do that with confirmation of some type 
from some source. 

Mr. Staats. That is correct. 

Mr. Lehman. The only financial institution that I can think of that 
would advance money on this kind of an audit would be the Treasury 
of the U.S. Government. 

Mr. Staats. I must say that some of the rules are different between 
the private and the public sector. 

Mr. Lehman. My next question would be rather provincial in nature. 
As you know, the area I represent is near Cuba and has a large Cuban 
refugee community and has apparently been the scene of a great deal 
of CIA operation. Radio and so forth. Do you have the authority to 
obtain for this committee the sums that have gone to groups there, 
and still more important, to determine what money is still going to 
such groups ? 

Mr. Staats. No. 

Mr. Lehman. I expected that answer. 

Chairman Pike. Mr. Field. 

Mr. Field. In early 1970, there was a report prepared at the Office 
of Management and Budget referred to as the so-called Schlesinger 
report. It was an attempt to study the administration’s budget of the 
intelligence community. 

Did GAO ever receive a copy of that report ? 

Mr. Staats. Not that I am aware of ; no, sir. 

Mr. F ield. Was GAO aware of the study ? 

Mr. Staats. We have heard of it, but are not familiar with the 
details. 

Mr. Field. Did you ever reouest a copy of that report? 

Mr. Staats. I am not sure that we did. 
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Mr. Field. Has GAO ever attempted to receive reports from the 
Office of Management and Budget on any of these studies that may 
have been done on the intelligence community in terms of its budget 
or anything of that nature? 

Mr. Staats. No ; for the simple reason that we have been aware that 
they are under somewhat the same restrictions as we. 

Mr. Field. In pursuit of your studies in order to try to evaluate 
some of the requests that you have had from Congress, you have never 
felt that that would be a quick and appropriate way of perhaps receiv- 
ing some of the information without having to go into the confidential 
side. 

What I am thinking is, if you could get the results of somebody else’s 
study you may not have had to get into a specific mission or the name 
of aiv agent or anything like that, which might be highly classified. 
You might nevertheless, without having done that yourself, at least 
get the general results which by now are at least figures or something 
like that. Have you ever thought of that as an appropriate way of find- 
ing out the cost and the relative budget breakdown of the intelligence 
community ? 

Mr. Staats. One thing we have thought about is the possibility of 
doing a review, after consultation with appropriate committees, of the 
process and the procedures, by which the agencies exercise internal 
control of their budgets and their activities. Such a review would not 
divulge in any way the substance of actions by the agency. 

But to do so, we would have to have access to information, and to 
date we have not been able to get that kind of access. 

Mr. Field. Thank you. 

What type of records did GAO retain as to its audit and the working 
materials that go into an audit ? Do you keep copies of all the audits 
done of the intelligence community or of any agencies in it? 

Mr. Staats. We usually keep files on our work for a period of time — > 
working papers and so on. 

Mr. Field. You do have complete records of all the audits done of 
intelligence agencies? 

Mr. Keller. I would like to comment just for a moment. This is sub- 
ject to verification. 

Normally on classified reports we do, of course, have our backup 
papers and copies of reports. I believe when we were doing work in 
CIA some materials were kept at the CIA headquarters. We do not 
have copies of all such reports in our building, but they are available 
to us. I just wanted to clarify that point. 

Mr. Fitzgerald. That is correct. 

Mr. Keller. This situation may exist at other agencies. 

Mr. Staats. Our working materials involving NSA are kept at NS V. 
More generally, when we are dealing with especially sensitive, classi- 
fied information, where we want to make sure that we are not the 
source of divulgcnce. we will keep those records in the agencj r and that 
which we would keep in our office would be very minimal. 

Chairman Pike. Mr. Staats, have you received any request from 
any Member of Congress to check on whether any money has flown 
from the U.S. Treasury to what I will call loosely organized crime? 

Mr. Staats. No ; we Have not had any such requests. 
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Chairman Pike. Mr. Staats, earlier you suggested that the manner 
in which the Joint Committee on Atomic Energy had functioned would 
be a pretty fair pattern by which to operate a joint committee on the 
oversight of intelligence activities. 

The Joint Committee on Atomic Energy operates in such a manner 
that we can read in the budget of the United States each year the 
amount we are spending for the purchase of nuclear materials and 
the amount we are spending for the manufacture of nuclear weapons. 

Can you think of any reason why, if we tell the world what we are 
spending for the manufacture of nuclear weapons, we should not tell 
our own taxpayers what we are spending for intelligence ? 

Mr. Staats. This is a very difficult question to answer in categorical 
terms. I should think, Mr. Chairman, that at least some elements of the 
intelligence community budget could be made available in some form. 
Where I could see possible trouble with the release of figures on the 
amount of money involved is that, while a gross figure itself doesn’t 
present very much of a problem, it only represents a basis for analysis 
and questions such as, “What did you spend last year, 5 j r ears ago? 
What has been the trend ? ” 

Chairman Pike. Do you think it would be more harmful to have 
gross figures revealed to the public than it would be to conceal them on 
the grounds that their release would be harmful ? 

Mr. Staats. There is certainly less problem with gross figures for 
the total intelligence community than there would be with respect to 
any single element. There is no doubt about that. 

I would be hopeful and perhaps even optimistic that a way could be 
found to provide some gross information without presenting a prob- 
lem of confidentiality. To the best of my knowledge, the intelligence 
community will oppose any kind of a figure, however, because of the 
feeling of sensitivity it has about even a gross figure. 

Chairman Pike. Of course they oppose any revelation of any figure 
whatsoever. I would agree that at some point down the line, in line 
items, the amount expended should not be revealed on a line item basis 
year after year; because that would — in my judgment, at least — con- 
stitute some revelation of the methods of our intelligence gathering. 
But I would also like to say to you that I believe there is no reason at 
all that the gross figures we spend for intelligence should not be 
revealed to the American people. 

Mr. McClory? 

Mr. McClory. Mr. Staats, I judge in line with this questioning that 
if we gave a gross figure without separating, for instance, covert activ- 
ities from general information gathering activities, there wouldn’t be 
any problem, but if we would describe the amount of money that is 
expended for covert activities, so called, that would be information 
which I assume in the intelligence community would be regarded as 
highly valuable to the enemy in addition to the fact that it might be 
informative to the Members of Congress or to the American people. 

Mr. Staats. The more you break it down, the greater the problem. 
I agree with that. 

There is also the corollary problem of what is included in the 
figure; this would have to be* agreed upon. There are some activities 
which perform an intelligence function and also perform other 
nonintelligence functions concurrently or coincidentally. 
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in addition in executive session or under an agreement of confidential- 
ity insofar as this committee is concerned. For one thing, about the 
Percy reports. In addition to the request Mr. Percy made, this was 
supplemented then by a request by the committee, so it was a com- 
mittee reguest, or it was delivered to the committee. Is that available 
now to this committee ? 

Mr. Staats. Yes, it will be. 

Mr. McClory. With respect to the audit being performed for the 
House Judiciary Subcommittee with respect to the FBI, to the extent 
that that is classified, that would be available to this committee as 
well; will it not? 

Mr. Staats. We will make that report to Mr. Rodino. It is my 
understanding that after he has had a chance to receive that report 
and study it, it would be available. 

Mr. McClory. If we get an agreement from the CIA that certain 
detailed financial information, for instance, will be made available to 
this committee, or would be made available to this committee in its 
investigative work, would you be capable then of auditing or verifying 
the information if we get the permission for you to make that kind 
of an audit ? 

Mr. Staats. We would have to have CIA’s agreement or permission 
for access to the records necessary to verify it. 

Mr. McClory. But then you could do it. 

Just one other area and that is with respect to the questions that 
were addressed to you by my colleague, Mr. Dellums. 

Would you be able to supply the information that you would pro- 
vide in executive session in a written form which we could receive 
under an agreement of confidentiality without having a full executive 
session ? 

Mr. Staats. I think it would have to be with permission. There 
would have to be an agreement to supply it to you. 

Mr. McClory. If we get the agreement from them, you can supply 
it to us in written form. I am asking whether we have to resolve our- 
selves into executive session or have another session or whether you can 
send it to the chairman. 

Mr. Keller. We can certainly work all that out, Mr. McClory. 
The two reports Congressman Dellums was talking about were made 
specifically at the request of the House Armed Services Committee. 
The reports were made to that committee. It is my understanding 
that such material is available to this committee. 

Chairman Pike. If the gentleman will yield, the House Armed 
Services Committee has passed a resolution turning over to this com- 
mittee such information as they have. 

Mr. Keller. That would include the two particular reports that 
Congressman Dellums has referred to. 

Mr. McClory. You haven’t any other requests for confidential in- 
formation of the type we are making our inquiry about here from any 
other member of the committee or of the Congress, which you think 
might be useful to us, do you ? 

Mr. Staats. I believe we have referred to all of them here in our 
statement and in the letters which have been made available to the 
committee. 
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Mr. McClory. I want to thank you very much for a very helpful 
and very constructive statement here today, Mr. Staats. 

Thank you very much. 

Chairman Pike. Mr. Giaimo.. 

Mr. Giaimo. Mr. Staats, don’t you have a long history of reviewing 
and auditing the Department of Defense ? 

Mr. Staats. That is correct. 

Mr. Giaimo. Then, for many years you have looked into the activi- 
ties of the Department of Defense ; is that correct ? 

Mr. Staats. That is correct. 

Mr. Giaimo. In the course of looking into the activities of the De- 
partment of Defense, have you, to any extent, looked into their intelli- 
gence operations? 

Mr. Staats. No, sir, we have not. 

Mr. Giaimo. Have you ever attempted — to the degree that you out- 
lined in your opening statement that you sought over the years to con- 
duct adequate review of CIA, NSA and the FBI — to do the same with 
DIA and the other subcategories of intelligence functions within the 
Department of Defense ? 

Mr. Staats. We have not. We would have the same problems that 
we have with respect to any other element of the intelligence 
community. 

Mr. Giaimo. In your opening statement, you say that you did make 
positive efforts to review certain functions within CIA and FBI. Did 
you have a series of negotiations which failed? 

Mr. Staats. That is right. We did not attempt to initiate audit 
work at the FBI on our own ; it was undertaken after we received a 
specific request from the House Judiciary Committee. 

Mr. Giaimo. Do I understand correctly that you have no interest in 
trying to do the same with Defense agencies ? 

Mr. Staats. We have not felt that it was practical to do because 
of our limited access to information. 

In the communications area, which in some aspects is related to 
intelligence, we have done extensive work. 

Mr. Giaimo. Are you talking about certain unnamed agencies which 
deal in communications and other electronic types of intelligence? 

Mr. Staats. That would be part of the context which we would 
keep in mind in looking at the effectiveness of the total Defense 
Department communications capability. 

Mr. Giaimo. In general your answer basically is that you have not 
attempted to look into the intelligence community under the jurisdic- 
tion of the Department of Defense. 

Mr. Staats. The restrictions on information have been such that 
we just did not feel it was a practical way to spend our money. 

Mr. Giaimo. I would like to ask yon a direct question, based upon 
your own experience in government and with the budget. Do you think 
there would be any harm to national security when we balance it 
against the right of the American people to know? Would there be 
any injury if we were to publish a one-shot line item in the budget 
of the total appropriation figure for the Central Intelligence Agency? 

Mr. Staats. I would not favor doing it for just one element of the 
community. If I were to do it, I would do it for the total intelligence 
effort 
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Mr. Giaimo. Are you saving, in other words, go beyond publishing 
the budget of the CIA and publish the budgets of the other functions, 
also? 

Mr. Staats. Yes, indeed. 

Mr. Giaimo. Can you tell me why ? 

Mr. Staats. Well, for one thing, the total obviously is larger and if 
you were to identify the individual pieces of it, there would be a 
greater risk 

Mr. Giaimo. May I interrupt. 

I thought you mentioned publishing the budgets of each agency. Are 
you now saying just take one total figure for all intelligence agencies ? 

Mr. Staats. In responding to Chairman Pike’s question a few 
moments ago I was talking about the total intelligence community. 

Mr. Giaimo. With regard to your response to the chairman, I was 
not sure whether you meant the total CIA budget or the total intelli- 
gence budget. 

Mr. Staats. I would like to be clear about that. 

Mr. Giaimo. Then I gather you are in some disagreement with the 
Rockefeller report, which suggests that portions of the CIA budget 
could be published. 

Mr. Staats. I don’t recall whether it referred to the CIA budget 
or to the total, but also I believe it recommended that it should be 
explored. I don’t believe it made a flat-out policy recommendation. 

Chairman Pike. Mr. Stanton. 

Mr. Stanton. Thank you, Mr. Chairman. 

Mr. Staats, does the Office of Budget and Management interfere 
with the GAO audit attempts ? 

Mr. Staats. Are you now speaking generally ? 

Mr. Stanton. Specifically as to the intelligence community. 

Mr. Staats. No. 

Mr. Stanton. Are you familiar with Gen. Mark Clark’s 1055 review 
of the intelligence community, and more particularly, the CIA, in 
which specific recommendations were made for oversight? 

Mr. Staats. I do recall seeing his study at the time. I have not 
reviewed it recently. 

Mr. Stanton. The recommendation was that, rather than instituting 
an oversight committee, there be a Citizens Review Committee or Citi- 
zens Advisory Committee which has been functioning since 1955. 

Are you aware of whether that committee has any particular knowl- 
edge of the budget of the CIA or of any of the other intelligence 
agencies ? 

Mr. Staats. I cannot speak with current knowledge, but at the time 
I was with the Bureau of the Budget I was familiar with what they 
did. I sat in on a number of their meetings. 

To the best of my knowledge, they did not get into oversight of 
expenditures. The suggestion in the Rockefeller report that the Board 
be given that responsibility would, I think, be a new responsibility. 

Mr. Stanton. In other words, the original report of Gen. Mark 
Clark, which specifically recommended rather strong oversight proce- 
dures by the Congress and others, was watered down in the Eisenhower 
administration to a Citizens Advisory Committee which hasn’t done 
even the perfunctory operation of reviewing budget. Is that what you 
are saying? 
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Mr. Staats. It is. To the best of my knowledge, it did not get into 
the question of how much money should be spent, how it was to be 
spent, or any followup audit on the manner in which it was expended. 

Mr. Stanton. Are you aware of any time during the course of the 
last 20 years when anybody in any of the^ intelligence community has 
been prosecuted for stealing ? 

My. Staats. Do you mean information? 

Mr. Stanton. No, money. 

Mr. Staats. I am sure there must have been, but I cannot cite the 
cases. 

Mr. Stanton. That is not a secret, is it? 

Mr. Keller. We have not really made any effort to find outr 

Mr. Treen. Mr. Staats, I want to try to understand the limitations 
on your auditing authority. I assume that you have audited the FBI 
on occasion, that is, looked at the overall amount of money appropri- 
ated for the FBI and attempted to account for how that money was 
spent ? 

Mr. Staats. We have cited here the problem that we have currently 
with the FBI, but the FBI has not raised problems with us except for 
the question of the need to have access to the individual investigative 
files for verification purposes. Except for that one point wo have had 
good cooperation from the FBI. 

Mr. Treen. What I am trying to determine is this : A certain amount 
of money Congress appropriates for the FBI, I assume, is in our 
Justice Department appropriations. Of that certain amount for the 
FBI, some is spent on the certificate of the Director. Those are the 
areas that you nave trouble with. But you can aggregate the amount 
of money in a particular agency that is spent by that means, can you 
not ? 

Mr. Staats. The amount that is authorized to be spent in this manner 
is known. There is no secret about the amount authorized to be 
expended on the certificate of the Attorney General. We do not, how- 
ever, have any authority to determine How much was spent for a 
particular purpose. 

Mr. Treen. We could determine then, in a very simple arithmetic 
process, how much we appropriate to each agency that may be ex- 
pended on the certificate or warrant of the department head to get an 
aggregate figure of how much money is spent without the necessity of 
accounting for it. 

Mr. Staats. I think that is correct. 

Mr. Keller. I don’t see any real problem with getting overall totals. 
We have had no trouble with tHe FBI in so-called housekeeping 
functions. 

Mr. Treen. I would like to see that as a starting point, how much 
we appropriate to agencies with intelligence gathering activities that 
are in the category of expendable on the warrant of the agency head 
alone. 

Sir. Staats. There would be no problem in doing that, as long as 
the funds are appropriated to the agency and can be identified. 

With respect to the CIA you have a difficult situation because CIA 
does not receive any appropriation directly from the Congress! It is 
financed through other appropriations. 
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Mr. Treen. And we don’t know then the sources of its funds? Wien 
I say “we,” the GAO does not know ? 

Mr. Staats. The GAO does not know. 

Mr. Treen. Some could come from HEW, some could come from 
Interior for the CIA and GAO would not know that, is that correct ? 

Mr. Staats. I have to assume that the Appropriations Committee 
knows, but I have no way of knowing what information is given to 
them. • 

Mr. Treen. Mr. Staats, on page 15 of your prepared statement you 
refer to several factors that bear upon the question of how we can 
most properly relate our audit responsibilities to the special char- 
acteristics of the intelligence community. You say: “There are other 
factors, however, and they are also entitled to be given due weight.” 
The last one you cite is “* * * the indications of a potential for sig- 
nificant contributions toward more efficient and effective management 
of certain of the activities pursued by intelligence agencies.” What 
indications do you have of a potential for significant contributions 
toward the more efficient management of activities? 

Mr. Staats. I would say that from our experience, any organization 
of this general size and scope of operations is susceptible of making 
improvements in several different areas. I can say this without much 
fear of contradiction. In addition, there certainly have been many 
statements made, valid or not, to the effect that there is overlap and 
failure of coordination within the entire intelligence community. 
There have been many stories in the press to this effect. 

Mr. T reen. I was wondering whether you were alluding to these 
allegations in the press and elsewhere or whether you yourself have 
received specific indications that in the intelligence community there 
are these potentials for savings. I recognize that in any outfit that 
spends a lot of money you can say there is a potential for savings, but 
you don’t have any specific indications that in the intelligence com- 
munity uniquely there are significant savings in efficiency, do you? 

Mr. Staats. No. We would not be able to be more specific until we 
have authority to review their operations. 

Mr. Treen. Thank you, sir. 

-Chairman Pike. Mr. Heliums. 

Mr. Dellums. Thank you. 

Mr. Staats, my first question goes to the question of legal authority. 
In my question I will use the term “illegal acts.” What I have in mind 
is such things as assassinations, warrantless wiretaps, burglary and 
surreptitious entry and warfare undeclared bv Congress or unauthor- 
ized by overt President action. My question is what is GAO’s view of 
the use of appropriated funds to commit illegal acts? 

The second part of that question is: Is such a view in any way de- 
pendent upon whether these funds are in a disclosed or undisclosed 
category ? 

Mr. Staats. I don’t believe that we would have any basis for as- 
suming that those acts have taken place.. 

Mr. Dellfmr. I am not asking for a judgment on whether they have 
taken place, simply on the question as to hypothetical, illegal acts. 

Air. Staats. I think the answer would be that if we had authority 
to have access to information and records concerning the type of thing 
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you are talking about, if indeed they took place, then we would be 
able to make a determination. 

Mr. Dellumb. You are not prepared at this point to render any 
judgment on illegal acts simply as a hypothetical question in terms 
of appropriated funds ? 

Mr. Staats. It is a hypothetical question, I think you would agree. 

Mr. Dellums. In your letter to Senator Proxmire of May 10, 1974, 
on congressional oversight, page 8, third paragraph, you were dis- 
cussing GAO reviews of CIA expenditures and you said, 

No exceptions were taken to any expenditures ; in those cases where question- 
able payments came to our attention, we referred the matter to the CIA Comp- 
troller’s Office for corrective action. In using the term “questionable payments”, 
we meant any expenditures which, except for former section 10(a) of the act, 
appeared to be improper or illegal either under law or under the decisions of 
the Comptroller General. 

My question is: Did GAO bring any of those “questionable pay- 
ments” to the attention of any Member of the House or the Senate or 
any committee ? 

Mr. Staats. Mr. Keller can answer that, 

Mr. Keller. Except for some minor items I have no record of that 
having been done; there is always a possibility our people who were 
involved consulted with the Special Intelligence Subcommittee but I 
cannot vouch for that. 

I have no record of it being brought to the Congress’ attention. 

Mr. Dellums. Thank you. 

Would you then provide this committee with specifics on what you 
considered questionable payments? 

Mr. Staats. We can do that, 

Mr. Keller. We can try. We are talking about things which took 
place a number of years ago. We may have a problem of availability 
of records, but we will do the best we can. 

Mr. Dellums. I appreciate that. 

Mr. Staats, when I raised the earlier question with respect to your 
opinion of appropriated funds for illegal acts and we both tended to 
agree at this particular moment since I am not trying to put you in a 
position of making a value judgment, you did, however, in your defini- 
tion of questionable accounts, even with your own statement in your 
letter of May 10, 1974. allude to the question of the issue of improper 
or illegal. So to some extent it would seem to me that it was not that 
hypothetical in that you also came to the conclusion that certain fac- 
tors, certain payments that you considered questionable were in the 
category, in your own mind and in the minds of your staff, as improper 
or illegal so when I raised the question of what is your view with 
respect to illegal acts. I was assuming that you had some predisposi- 
tion with respect to the use of appropriated funds for illegal acts. 

Mr. Staats. This would depend on the individual case. 

We would have to examine the statutes involved in the particular 
case, the language of the Appropriation Act, the Attorney General’s 
decisions and court decisions. Anything of this type would fall into 
the category of what we talked about here. 

Mr. Dellums. Thank you. 

My next question is: Is there a difference in GAO’s approach or 
their resnonse when they are operating under their own authority 
as opposed to when they are acting on congressional request? 
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Mr. Staats. Not insofar as a determination of what is illegal or im- 
proper, would be concerned. The procedure differs in the sense that, 
if we are responding to a request, say, of the Armed Services Com- 
mittee to look at a particular problem, we accept that request as what 
their requirement is and we do not make a j udg ment of whether they 
have a good basis for that request or not. "We go ahead and try to 
answer the question. 

Second, when we make our report, it is addressed to the committee. 
In any case where we initiate a report on our own we release it to the 
press the day .after its transmittal to Congress so it is a public matter. 

Chairman Pike. The time of the gentleman has expired. We have a 
record vote on now. Would you be able to be back at 2 o’clock this 
afternoon? 

Mr. Staats. Yes, sir. 

Chairman Pike. The committee will stand in recess until 2 o’clock, 
at which time Mr. Murphy will be recognized. We will go through 
the members one more time and then quit for the day. 

We will ask you to supply for the record those things you were not 
able to supply in open session. 

[Whereupon, at 12:22 p.m., the committee was recessed, to recon- 
vene at 2 p.m., the same day.] 

AFTERNOON SESSION 

Chairman Pike. The committee will come to order. 

Mr. Murphy, you may inquire. 

Mr. Murphy. Thank you very much. 

Mr. Staats, maybe you have covered this before, but would you sup- 
ply this committee with a copy of -the report that you prepared for 
Senator Percy? 

Mr. Staats. I believe that we indicated this morning that it would 
be available. There have been discussions on that question. I under- 
stand it will be made available to this committee. 

Mr. Murphy. Mr. Staats, earlier today you talked about vouchered 
and unvouchered accounts. Would you give us in the terminology of 
the GAO exactly what you mean by that ? 

Mr. Staats. In budgetary terminology, vouchered funds carry a 
description of the purpose for which they were spent, and the voucher 
serves as an auditable document. An unvouchered fund is one which 
is made solely on the certification of some officer who has authority 
to make the certification ; it does not_provide the same kind of audit 
trail that exists when vouchered funds are spent. 

, Mr. Murphy. How does that differ from, say, the CIA Director’s 
certification account ? 

Mr. Staats. It is the same concept. 

Chairman Pike. Would you yield? 

Mr. Murphy. Yes. 

Chairman Pike. Do you actually see the certificates whereby the 
Director of the CIA says he has spent this money ? 

Mr. Staats. I don’t think so. 

Chairman Pike. Y ou take his word for it ? 

Mr. Staats. The purpose of the bills that have been introduced by 
Senator Schweiker in tne Senate and Congressman Eckhardt in the 
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House would allow us to see the certification and to make a judgment 
of whether or not the expenditure was for a confidential purpose, but 
not to question it beyond that point. I believe that was the purpose of 
the bills in both cases. 

[The bills referred to are H.R. 1513, introduced by Congressman 
Eckhardt on January 16, 1975, and S. 1817, introduced by Senator 
Schweiker on May 22, 1975.] 

Mr. Murphy. Is the practice of certification in the CIA the same as 
it is in the FBI for their Directors’ accounts? 

Mr. Staats. Yes, I believe so, and in the other intelligence agencies 
as well. 

Mr. Murphy. Does the IRS have a similar account ? 

Mr. Keller. I believe they do. 

Mr. Staats. I believe that is correct ; yes. 

As a matter of fact, a great many agencies have small amounts which 
are available to the head of the agency and are expended on his certi- 
fication, which simply means that they are spent on the' basis of his 
judgment rather than on the basis of complying strictly with all the 
laws that otherwise relate to expenditure of appropriated funds. 

_Mr. Murphy. Could it be determined in an aggregate sum totaling 
all these different intelligence-gathering agencies, what certificate ac- 
counts for all these different intelligence-gathering agencies would 
amount to ? 

Mr. Staats. You could not do that for the Central Intelligence 
Agency. It could be done with respect to other agencies where such 
funds are carried on a limitation basis in the appropriations acts them- 
selves. That could be done. 

Mr. Murphy. Would you have any knowledge, Mr. Staats, of any 
World War II bombers being sold, transferred, or in some way ferried 
out of this country to other countries through your accounting 
procedure ? 

Mr. Staats. Not that I know of; we would not have direct knowl- 
edge of such transfers. 

Mr. Murphy. What happens to military equipment, say. from World 
War II? I am talking specifically about bombers stored in Arizona, 
B-26’s ? Who would keep track of these, the armed services ? 

Mr. Staats. Yes, the armed services. 

Mr. Fitzgerald. If I may interject, I think this might run to a ques- 
tion which would involve some work we hare done which is of a classi- 
fied nature. 

While we would have some limited knowledge, yet the report I have 
in mind is classified secret. 

Mr. Murphy. Without delving into the classification, would your 
accounting procedures inform us if we were to follow an accounts 
trail as far as weapons or airplanes were concerned ? Could we find out 
who received those ? 

Mr. Fitzgerald. I cannot comment specifically in response to that 
question, on the basis of the report to which I just referred. 

Mr. Staats. I think we could give you some information as to who 
has custody and accountability for security and disposition of those 
aircraft. 
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Mr. Murphy. Could you follow us up to the step before this ac- 
countability procedure would leave the country? Would your proce- 
dures follow that far? 

Mr. Staats. If they are disposed of under a military sales agree- 
ment, then I think that the information would be available. 

Mr. Murphy. Could you give us information about some corpora- 
tion, some domestic corporation, purchasing said equipment in the 
United States, or would your accounting procedures stop with the pur- 
chase by a private domestic corporation ? 

Mr. Staats. I believe they would stop at that point. I would have 
to check on that to be sure; I would not want to be too categorical 
about that. 

Mr. Murphy. Accountingly speaking, if you wanted to cover move- 
ments of World War II equipment or any military equipment, your 
procedures would go up to a private corporation sale, and the trail 
would end there as far as you are concerned ? 

Mr. Staats. I believe that is correct. 

Mr. Shafer. If the equipment is combat-effective military equip- 
ment, unless there were some unusual terms of sale, the equipment 
would have to be demilitarized before being sold to a private 
corporation. 

Mr. Murphy. What do you mean by demilitarized? 

Mr. Shafer. By that I mean that aircraft would have been rendered 
incapable of delivering ordnance, or a gun barrel would have been 
rendered incapable of firing a shell. 

On the other hand, if equipment is sold to another country under the 
Foreign Military Sales Act as a piece of military equipment, or if 
donated to another country under the military aid program, the 
accountable records, if they have been properly kept, should be trace- 
able and we should be able to follow it through. 

But if equipment is sold to a private corporation as a demilitarized 
item, our audit trail would be lost at the point of sale. 

Mr. Murphy. Thank you. 

Chairman Pike. Mr. Kasten. 

Mr. Kasten. Mr. Staats, does the GAO have any knowledge of pres- 
ent or former GAO employees who have subsequently worked or are 
currently working for any intelligence agency ? 

Mr. Staats. 1 do not know of any. I would want to make a very spe- 
cific check before I would be completely certain of that, but I am not 
aware of any. I think I am rather confident in saying there are none. 

Mr. Kasten. Have you ever looked into the problems of detailing 
of the employees between intelligence agencies and other executive 
branch departments? 

Mr. Staats. No, sir, we have not. Again, I think we would be up 
against the barrier we talked about this morning in not having access 
to that information. 

Mr. Kasten. How do youhandle the problem, for example, of CIA 
employees who are detailed to the Commerce Department or the De- 
fense Department or OMB or other agencies when you conduct your 
comprehensive audits? 

Mr. Staats. I do not know of anv problems that have ever been pre- 
sented in that form. I am not aware of how many such people are on 
detail. We would not necessarily know. We would not ordinarily be 
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dealing with an individual at that level. We would be dealing more 
with the supervisory chain. 

In general, if we were auditing Agriculture’s grain program, for 
example, we would assume thac any such people were on their payroll 
and accountable to Agriculture. 

Mr. Kasten. You would not know, for example, that someone was 
receiving their check not from that particular department but in fact 
was on the payroll of the CIA ? 

Mr. Staats. We would have no way of knowing. 

Mr. Kasten. In the process of conducting an audit, you don’t go 
back to see where they are bein£ paid ? 

Mr. Staats. If we were to go into agencies for that specific purpose, 
I think we might be able to find out. In other words, if we were to 
undertake a review as to all employees detailed from other agencies to 
an agency such as Commerce, I think we could obtain that information. 

Mr. Kasten. For example, I believe it was the Drug Enforcement 
Agency, there are 30 or 40 employees of the CIA who had been work- 
ing in the drug enforcement area. If you were to conduct a compre- 
hensive audit of the Drug Enforcement Agency and there were 30 or 
40 employees of the CIA in that agency are you telling us you would 
not know that they were working for the CIA? 

Mr. Keller. You may or may not know. There are many ways to 
handle details. For example, the employee in question might appear 
on the rolls of DEA ; on the record he is a DEA employee, and yet the 
CIA may be reimbursing DEA for his services in an entirely separate 
transaction. If an employee is not on the rolls of the borrowing agency, 
that would be pretty easy to pick up. If he is being paid by the borrow- 
ing agency and the agency is being reimbursed, then it is a little harder 
to pick up. ..... . . 

1 am not saying it is impossible to do it. I agree with Mr. Staats. if 
we made a special effort, I think we could find out or come pretty 
close. 

Mr. Staats. There are three possibilities. One might be that the 
agency knows someone expert in a particular field and arranges to- 
borrow him on a formal reimbursible basis from another agency. The 
second would be that an individual transfers from one agency of the 
Government to another. The third would be that an individual is 
detailed informally, where, I suppose, it could conceivably be done for 
some ulterior reason : in this case, I do not know that we, or anyone else 
perhaps, would be able to find^out very much about it. 

Mr. Kasten. If someone were being paid from the Agriculture De- 

E nrtment, let’s say. because that is the one we used before, and reim- 
ursed from the CIA, your comprehensive audit would not show on 
payroll records- that there was a reimbursement being made from the 
CIA to the Agriculture Department which indirectly paid the salary 
of that individual ? 

Let's say there was a secretary working for an Under Secretary of 
Agriculture or working for another executive who in fact was an 
employee of the CIA and working for the CIA, you would never find 
that in your comprehensive audit ? 

Mr. Staats. We could find it out unless perhaps, that individual was 
paid for out of certified or unvouchered funds in the lending agency. 
If he is there on a reimbursible or even a nonreimbursible basis, we 
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could probably find that out if we had any reason to inquire. But, we 
would not seek out such information on our own or as a routine matter. 

Mr. Kasten. Thank you, Mr. Chairman. 

Chairman Pike. Mr. Aspin. 

Mr. Aspin. No questions, thank you. 

Chairman Pike. Mr. Milford? 

Mr. Milford. Thank you, Mr. Chairman. 

Mr. Staats, I am bothered by the dialog between you and the chair- 
man and Mr. Giaiino concerning public revelation of the total amount 
budgeted for our total intelligence activities. Isn’t it a fact that most 
of our intelligence agencies have a fairly constant year-to-year budget ? 
For example, DIA and NSA, ERDA and the FBI, their annual budg- 
ets would not have wide variations from year to year. Wouldn’t that 
essentially be correct ? They may have a steady climb for inflation, but 
1 year it would not be real high and the next year substantially differ- 
ent. would it ? 

Mr. Staats. That all depends on the agency. Different agencies have 
different patterns. If you take a large agency like the entire Defense 
Department what you are saying is quite true. It reflects inflation and 
it reflects the manpower leveis : those are the two principal ingredients 
which have affected the total size of the defense budget. But othor 
agencies have ups and downs. Take the Labor Department’s manpower 
programs for example; in time of recession they go way up in 
expenditures. 

Mr. Milford. I am speaking here of intelligence agencies only. 

Mr. Staats. I don’t know what the pattern is with respect to intelli- 
gence aerencies as I have indicated this morning. 

Mr. Milford. Here is what I am getting at : Isn’t it also a fact that 
some types of intelligence activities, particularly covert operations, 
can be extremely expensive ? Where one single operation may cost more 
than the entire budget of other intelligence agencies, isn’t it a fact that 
there can be very wide variations in cost, there ? 

Mr. Staats. I said this morning that I could not see a great problem 
in publishing the total intelligence budget per se. Where I do think 
you get into problems is trying to analyze trends and year-to-year 
comparisons as to what makes up for the difference. If this were indeed 
purely a matter of reflecting inflation from year to year, that would 
be one thing, but there may well be variations which could be fairly 
dramatic. 

I would not retract what I said this morning: with respect to the 
gross figure for the whole intelligence function I cannot see that as a 
problem, as such. But if you were to try to develop trends since World 
War II and to analyze changes from year to year, or if you tried to do 
this for a 5-year period, and if you tried to go behind those figures 
and to examine what those programs were — I don’t believe that is what 
the chairman is talking about. 

At least that is not what I am talking about. 

Mr. Milford. That is not what I am talking about either. I am talk- 
ing about publishing now annual figures of our own intelligence 
budgets. 

I am trying to establish the fact that with the agencies covered by 
that budget some of the intelligence activities that occurred there are 
extremely expensive. I mentioned specifically covert operations and 
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that the cost of these operations can vary dramatically from year to 
year. I have a fear here that if the total is known, that this is what our 
intelligence budget is and compared again at a later time, that one 
•could extract from that knowledge and attribute it to particular oper- 
ations. I am worried about that being damaging to the Nation. 

Mr. Staats. I would have great difficulty seeing any real problem 
-there, so long as you did not have a requirement that you have a de- 
tailed analysis as to why that budget went up or down. 

Mr. Milford. The other factor that bothers me a little if we do go 
public Avith the total figure, then it must be made public throughout 
the congressional process, the authorization hearings and again in the 
appropriations process, floor amendment processes and what have you, 
and that in the interim between authorization and appropriations in- 
telligence situations can change dramatically to where the figures may 
need to be altered. 

Mr. Staats. I am very familiar with the arguments against publish- 
ing a gross figure. They run something like this : once you have a gross 
figure, then you want to go behind that figure, once there is a total 
figure, then there is no basis for stopping short of breaking it down by 
each intelligence element. That can be controlled if there is a will to 
control it. 

Hut the people who argue against using the gross figure say that you 
should not start anywhere, because once you start, it is difficult to stop. 

Mr. Milford. Thank you, Mr. Chairman. 

Chairman Pike. Mr. Johnson. 

Mr. Johnson. Thank you, Mr. Chairman. There has been some ex- 
pressed trepidation about the GAO to make audits and then keep 
secrets. I thought we ought to pursue this a little bit because I am sure 
the question wull be raised at a later time. 

You do make audits of the NS A, correct? 

Mr. Staats. Yes. On a very limited basis so far. 

Mr. Johnson. Only in financial matters to NSA, but you are in the 
process of expanding that? 

Mr. Staats. Yes. 

Mr. Johnson. You make audits of the ERDA, Treasury, and the 
Defense Department? 

Mr. Staats. Yes. 

Mr. Johnson. And of the State Department in some intelligence 
areas ? 

Mr. Staats. That is right except for the Bureau of Intelligence and 
Research. ® 

Mr. Johnson. You deal with very highly sensitive matters in some 
of these audits, do you not ? 

Mr. Staats. Many of them are highly classified. 

Mr. Johnson. Do you know what they have beyond top secret and Q 
clearances for this? 

I understand you will have people who will have top secret and a Q 
clearance and they^ do not qualify to examine somebody’s books be- 

cause somebody decides they are not qualified enough ? 

Mi. Staais. Each intelligence agency has its own special security 
clearance and need-to-know requirements. The Q clearance or top 

information 11106 ^ nccessarily you acces s to intelligence 
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Mr. Johnson. Are there any particular types of investigations that 
they make of an individual’s oackground beyond top secret and Q? 

Mr. Staats. They make a very detailed background check. It is ex- 
pensive and very time consuming. 

Mr. Johnson. When you are able to deal with these sensitive mat- 
ters, these highly classified matters with some agencies, is there any 
reason to assume that you could not deal with highly classified matters 
in the intelligence field ? 

Mr. Staats. No, sir. I see no reason why we could not do so. There 
are more problems in handling such information but I do not see that 
as a barrier. 

Mr. Johnson. Who can see the NSA audits outside the GAO? What 
do you do with those? 

Jifr. Shafer. We arc told that there are only six staff members in the 
entire Congress who are cleared to receive the security data from the 
National Security Agency. 

Mr. Johnson. Who are those individuals? 

Mr. Shafer. I can give you their names. 

Mr. Johnson. You are talking about Members of Congress or staff 
members. 

Mr. Shafer. Staff members. 

Mr. Johnson. IIow about the Members of Congress? 

Mr. Shafer. As far as I know, the Members of Congress are en- 
titled to receive such information on a need-to-know basis. I have 
never had occasion to furnish Members of Congress with this type of 
data. 

Mr. Johnson. Who decides who has the need to know? 

Mr. Shafer. The Director of the National Security Agency, by 
statute, has a special authority to determine who should receive this 
type of data. 

* Mr. Johnson. So we have turned it over to him to decide whether 
or not he should tell us what he is doing. 

Mr. Shafer. In effect, that is the way it works; yes, sir. 

Mr. McClory. Excuse my interruption. 

I want to be sure we have the name of the witness who is answering. 

Mr. Staats. This is Mr. Fred Shafer, head of the GAO Logistics and 
Communications Division. 

Mr. Johnson. What would be the procedure to be followed if you 
found out in an NSA audit that the NSA had somehow violated the 
law. there had been a clear violation of the law and its charter? 

What would then be your procedure ? 

Mr. Staats. I am not sure we could do anything more than raise 
questions as to whether there is an adequate basis for the expenditure. 

The question might be whether or not the expenditure is in con- 
formity with NSA ’sown internal regulations. 

Mr. Johnson. I do not know anything more about the CIA than 
what I read in the paper, but let’s assume that NSA is involved in 
assassination plots and they are hiring people to kill others. You would 
discover that in the course of your audit. What would then be your 
procedure ? 

Would you classify it and keep it secret or would you report it to 
somebody in the Congress or what would happen? 
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_ Mr. Keller. We have not actually had a case like that, but I would 
visualize that we would notify the head of the agency of what had 
happened and second we would notify the appropriate committees on 
the Hill, at least Appropriations and probably Armed Services. 

Mr. Johnson. Thank you. 

Chairman Pike. Mr. Hayes. 

Mr. Hates. Thank you, Mr. Chairman. 

Mr. Staats, I previously asked about whether or not you had knowl- 
edge of the methodology of transfers of funds. You indicated that we 
should perhaps ask Mr. Lynn Insofar as it would be an OMB function. 
During the time you were with the Bureau of the Budget and particu- 
larly that time between 1947 and 1953, did you have occasion to know 
of the methods by which the Bureau of the Budget, the predecessor 
to OMB, transferred interagency moneys to the CIA? 

Mr. Staats. Yes, I did. Whether tliat is the same procedure that 
applies today, I could not say. 

Mr. Hates. Could you explain what that procedure was during that 
time? 

Mr. Staats. In general terms, yes. 

It was a matter of transferring from the appropriation accounts 
within which the funds were made available by the Congress to the 
account for the CIA. This was done after consultation with the Direc- 
tor of Central Intelligence and with the President’s approval. 

Mr. Hates. Can you explain to the members of the committee the 
consultation process? 

For example, what would the Bureau of the Budget demand by 
way of consultation from the agericy head, say, for example, the CIA 
or any intelligence agency with which you might be familiar? 

Mr. Staats. The agency head had to make his case. Of course, he had 
to make his case even before the budget was presented to the Congress. 
Sometimes adjustments made by the Congress in the totals had to be 
taken into account. In the interval between the time the budget was 
submitted and until the time the appropriation was made, develop- 
ments might take place that would require a change. 

Mr. Hates. At any time did the head of the Department discuss 
needs for funds for uses which might be contrary to the U.S. Criminal 
Code ? 

Mr. Staats. We had no occasion to go into that. 

Those kinds of activities, if indeed they existed, would have been 
conducted under unvouchered funds in any event. We would have no 
more right there than we do in GAO to go behind the unvouchered 
funds. 

Mr. Hates. Would it be fair to say that the agency head during the 
consultation process would say we have need for funds for the follow- 
ing line items and present you with a line item account and then say 
we also have need for our unvouchered accounts in the following 
sums? Is that a fair description? 

Mr. Staats. No. There was no breakdown between youehered and 
unvouchered funds: that is a matter of internal administration. The 
funds would not be line-itemed. They would be broken down into 
broad categories such as collection, dissemination, analysis, and 
research. 
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Mr. Hates. Were there ever any questions on the part of the Bureau- 
of the Budget which would further penetrate those broad 
categorizations? 

Mr. Staats. I am recalling from memory from a good many years 
ago. In some cases we did require a detailed justification and support. 
I would say in most cases that was the case. 

Mr. Hayes. So those reports are extinct? Are there records we 
could see? 

Mr. Staats. As to whether current records are available, you would 
have to ask Mr. Lynn. T would doubt very much if records of that time 
are still in existence. This goes back a long way. 

Mr. Hates. From your experience with the GAO can you relate 
to the committee any knowledge that you have of history of audits 
since 1921 of various sections ? 

For example, the famous Code and Decipher Solution Section which 
was dissolved in 1929. Did GAO conduct an audit from the time of 
its founding in 1921 to 1929 for that section? 

Mr. Staats. Mr. Keller might be able to answer better than I. He 
has been in GAO longer. 

Mr. Keeler. I was not with the office there in 1929 but perhaps I can 
explain this. From 1921 when the GAO was established until “about 
World War II, the GAO looked at vouchers. In other words, it was 
pretty much of an eyeshade operation which really didn’t get behind 
the vouchers to the substance of what was going on. I cannot speak to 
your question. I guess that if we look at it, we were not really aware 
what it was. 

Mr. Hates. So that those records then would really not be of much 
use to us in terms of looking at techniques of classifications? 

Mr. Keller. No. My guess is that those records are probably no 
longer in existence. Most records of the Government are subject to a 
disposal program. 

I think that they probably would have been disposed of by this time. 

Mr. Hayes. Thank you. 

Chairman Pike. Mr. Lehman. 

Mr. Lehman. Thank you, Mr. Chairman. 

I may be duplicating some of the other questions but I want to get 
it clear in my own mind. Outside of the intelligence community, for 
instance on page 2 you state, “We have not pressed for reviews of 
intelligence operations on our own initiative.” Outside of the intelli- 
gence committee you do regular annual periodic audits on your own 
initiative? 

Mr. Staats. We do audits on our own initiative. In some cases they 
are periodic^annual, or otherwise. 

For the most part, we enter into these audits or reviews in certain 
areas because we think funds can be saved or improvements made in 
operations, or because we think the Congress will have an interest. 
There is a variet.v of reasons. We have a planned work program with 
respect to all activities of the Government, outside of the intelligence 
area; we go in on our own initiative to look at certan programs to see 
if there were ways to improve them. 

Mr. Lehman. In the intelligence community you have not pressed 
for these regular types of audit as you state here. On the following 
page you say, “The problem is the ‘need to know’ requirements.” Is 
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that one of the reasons that you do not go into those kinds of operations- 
on your own initiative more ? 

Mr. Staats. I think that we have to be very frank about this. I 
would like to underscore this point for the benefit of the whole com- 
mittee. We have felt that the access problem was so great and the 
restrictions placed on the use of information such that we decided to 
put our resources elsewhere, where we could get greater return for the 
Government. That would not necessarily be the case if our legal 
authority were different. We could make a different judgment. 

Mr. Lehman. That gives us an option at this end if we can strengthen 
your legal authority to the point where you could redeploy these 400 
CPA’s to get the kind of accountability from the intelligence commu- 
nity that you now get from other agencies of the Government. If we 
could give you the authority, you could move in that direction. 

Mr. Staats. We could certainly do more than we are doing today. 

Mr. Lehman. My reaction to your statement, maybe I am reading it 
wrong, but it seems to me that a great deal of it was indicative of a 
great deal of frustration your office has with the intelligence com- 
munity in doing the kind of auditing job you are used to doing with 
other agencies of the Government. Is that an understatement ? 

Mr. Staats. You are interpreting it correctly. 

Mr. Lehman. I have the permission to quote John Moss who said 
when he heard I was on this committee that he characterized the CIA 
as an open spigot without accountability. From what I have learned 
today I guess I would be inclined to agree with him. 

Thank you very much. I yield back the balance of my time. 

Chairman Pike. Mr. Field? 

Mr. Field. Thank you, Mr. Chairman. 

Mr. Staats, there are a number of things which if GAO would supply 
to us over a period of time it would be a tremendous help to us in pre- 
paring our report. The first thing I would be interested in would be if 
you couid identify some of the specific statutory changes that would 
be needed in order for GAO to be able to properly carry out what you 
would consider to be a thorough audit of the intelligence community. 
Second, some estimate of the manpower requirements that GAO 
would need to do this. 

The second area which we could use help on, and I don’t know 
whether you may be able to answer or if you have standards and pro- 
cedures on this, is defining what is the intelligence community as far 
as the budget is concerned. We all talk about these agencies. There are 
problems such as an Army base or an Air Force base where maybe 25 
percent of the personnel are devoted full-time to an intelligence func- 
tion, but nevertheless the base would not exist except to support the 25 
percent. 

How do you handle that in terms of dividing up' an intelligence and 
nonintelligence budget? 

For example, the submarine assigned to an intelligence mission — 
only a few people are actually intelligence personnel and maybe only 
a few pieces of equipment are owned by the intelligence agency. How 
would you treat tnat if you were to audit it? 

There are things like an FBI agent doing background checks on 
people applying for Federal jobs. Is he collecting intelligence or not, 
according to your purposes of the budget ? We are trying to use the 



50 


budget to define for oversight purposes what is the intelligence com- 
munity. Do you have that now or could you develop them for us? 

Mr. Staats. We would be happy to supply answers to the best of our 
ability on all of those questions you have raised. 

Mr. Field. The final point would be whether you could recommend 
a clearance and perhaps some physical security procedures which GAO 
could institute on its own so that it would have sufficient confidentiality 
and ability to handle classified information that it could oh its own 
be able to have its own procedures, would not be relying upon the 
executive branch to give the clearances and be able to assure the execu- 
tive branch that the procedures we have on the congressional side, the 
legislative side, are as good as theirs and would make a strong 
argument. 

Perhaps if you could again recommend the way you would go about 
developing these clearances and the security procedures, and perhaps 
again we could use them in the Congress as well. We would appreciate 
that. 

Mr. Staats. That one is much more difficult but we will try. 

Mr. Field. The final point I just wanted to clarify is that we will 
request audits that you have conducted of the intelligence agencies and 
we would appreciate copies of those in the near future. 

Mr. Staats. Yes, sir. 

[Mr. Staats’ November 10, 1975, reply to Chairman Pike, in response 
to Mr. Field’s request is printed on pages 519 to 527 of the appendix.] 

Chairman Pike. Mr. Staats, you and your staff have been most co- 
operative, candid, and constructive. We thank you. 

The committee will stand in recess until 10 o’clock tomorrow 
morning. 

Mr. Dellttms. May I ask a question of the Chair prior to 
adjournment? 

Chairman Pike. Yes. 

Mr. Dellttms. Mr. Staats very eloquently stated the problem of 
access to highly classified information or cryptic information in terms 
of the GAO being able to adequately do an auditing job. It seems to 
me that we as members of this committee and our staff are caught in 
the same situation. As you recall when we drafted our security pro- 
visions we had taken as a policy position that our staff would not have 
to go through clearances of intelligence agencies. 

Chairman Pike. You are talking about our committee staff, not our 
personal staff. 

Mr. Dellttms. And they would not have to sign papers from those 
agencies. If the GAO has extraordinary difficulty in obtaining cryptic 
information, do you think we will be able to win this fight with the 
intelligence community with respect to our ability to authorize staff 
to have access to cryptic information ? If we do not have it we will 
be just as impotent as the GAO. 

Chairman Pike. This is going to come as a great shock to you, Mr. 
Dellums, but let me say we have won that fight. That fight is over. The 
committee will stand in recess until 10 o’clock tomorrow morning. 

Thank you. 

[Whereupon, at 2:40 p.m.. the committee adjourned to reconvene 
- at 10 a.m., Friday, August 1,1975.] 



U.S. INTELLIGENCE AGENCIES AND ACTIVITIES 
Part 1 : Intelligence Costs and Fiscal Procedures 


FRIDAY, AUGUST 1, 1075 

House op Representatives, 

Select Committee on Intelligence, 

Washington, D.C. 

The committee met, pursuant to recess, at 10 a.m., in room 2118, 
Rayburn House Office Building, the Honorable Otis G. Pike [chair- 
man], presiding. 

Present : Representatives Pike, Giaimo, Stanton, Dellums, Murphy, 
Aspin, Milford, Hayes, Lehman, McClory, Treen, Johnson, and 
Kasten. 

Also present : A. Searle Field, staff director; Aaron B. Donner ; gen- 
eral counsel; John L. Boos, counsel; Jeffrey R. Whieldon, counsel; 
Roger Carroll, Jacqueline Hess, and Charles Mattox, investigators. - 

Chairman Pike. The committee will come to order. 

I would ask the cameras to remove themselves from this particular 
spot at this particular time. 

This morning our witness is Mr. James T. Lynn, the Director of 
the Office of Management and Budget. 

STATEMENT OF JAMES T. LYNN, DIRECTOR, OFFICE OF MANAGE- 
MENT AND BUDGET, ACCOMPANIED BY PAUL O’NEILL, DEPUTY 

DIRECTOR, 0MB, AND DONALD OGILVIE, ASSOCIATE DIRECTOR 

FOR NATIONAL SECURITY AND INTERNATIONAL AFFAIRS 

Chairman Pike. Mr. Lynn, I want to thank you first of all for hav- 
ing provided your statement in advance. I have had an opportunity 
to look at your statement. It is a relatively lengthy statement. 

It seems to me that we might expedite our processes quite a lot if 
we put your statement, which all of the Members have, in the record 
and proceed directly to questioning on that statement. 

What would you think of that idea ? 

Mr. Lynn. I have very mixed emotions with regard to it, Mr. Chair- 
man. 

Chairman Pike. I will bet you have. 

Mr. Lynn. Because on the one hand I certainly wish to expedite the 
work of this committee as much as possible and therefore anything 
we can do to serve your interests best we want to do. On the other 
hand, I must say that I think that a general understanding of our 
role and then fitting it into the application to the intelligence com- 
munity is important. 
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If I might suggest a reasonable compromise in this regard that 
-should take a very short period of time, why don’t I have the state- 
ment before me, read in part, skip in part and hold it down to a rel- 
atively short period ? 

Chairman Pike. I)o you suppose if we did that we could finish the 
reading of your statement in half an hour? 

Mr. Lynn. I think so. 

Chairman Pike. Mr. McClory? 

Mr. McClory. It is true that we have had the statement before us 
and have had an opportunity to examine it. Our principal interest 
is with respect to the intelligence community beginning on page 8. 
It might be that you could omit the preliminaries and begin on that 
page and even end on page 12 as far as I am concerned. 

Chairman Pike. Mr. McClory, I want to thank you once again for 
the excellent bipartisan cooperation we are getting in this committee. 

Don't you think that is reasonable? 

Mr. Lynn. I have a feeling I am getting very strong signals from 
the dais. Mr. Chairman. 

Chairman Pike. Mr. Lynn, very frankly, we started late with these 
hearings. We are doing our best to keep them moving. I think that 
your statement is replete, with substance but the substance is of no 
particular pertinency to the activities of this committee. Therefore, 
why don't we do it the way Mr. McClory suggested, you start on page 
8 of your statement and wind up somewhere around page 12. 

If you would like to summarize the beginning of it and then start 
reading at page 8, that will be all right. 

Mr. Lynn. T think that I can say this about the first part: Since 
our process in budget review is so much the same between any agency 
and the intelligence community, it was useful to describe our function 
first as a matter of generality as to how we did it. 

I think what we learned from the first eight pages is that it is a 
rather detailed structure. It is a structure that has been used for some 
time and there is no magic about it. It is one that is known as far 
as the procedure is concerned to most people who are interested. With 
that, and in the same interest that you have expressed with regard 
to saving time, hut with an understanding that this part of the state- 
ment will he, the first part will he considered well 

Chairman Pike. The entire statement without objection will be 
placed in the record at this point. 

Statement or James T. Lynn, Director of the Office of Management and 

Budget 

Mr. Chairman and Members, I am pleaded to he with you today to discuss the 
role of the Office of Management and Budget. I propose to discuss, first, our 
general role and then focus specifically on our relations with the Intelligence 
Community. 

OMB’s general role is comprised of three major functions: 

Fir<t, we oversee and manage the preparation of the Federal budget. 

Second, we work with the agencies to improve the operations of the Executive 
Branch. 

Finally, we coordinate legislative proposals offered by the Administration and 
the development of Executive Branch views on legislation pending before the 
Committees of the Congress. 
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OMB BUDGET HOLE 

There are four major phases in the budget process: 

(1) Executive formulation. 

(2) Congressional enactment. 

(3) Budget execution. 

(4) Post audit. 

OMB’s principal role in the budget process is assisting in executive formulation 
(step 1 above) and budget execution (step 3 above). 

Congressional enactment is, of course, the responsibility of the Legislative 
Branch, although I testify as appropriate. The post audit phase is handled by 
the General Accounting Office as well as internal audit groups within the various 
Government departments and agencies. 

preparation and execution of the federal budget 

The President’s transmittal of his budget proposals to the Congress in January 
or February each year climaxes many months of planning and analysis throughout 
the Executive Branch. 

PRELIMINARY STEPS 

OMB staff, in cooperation with staff of the Treasury Department and the 
Council of Economic Advisers, keep under continuous review the relationships 
between Government finances and the economy generally. This review includes 
study of recent conditions, as well as the future outlook. Consideration is given to 
tentative assumptions on the economic environment, projections of revenue 
expected under these assumptions, and the aggregate range of Government 
spending levels. 

In the late spring, the Office of Management and Budget conducts the Spring 
Planning Review. Staff prepares estimates indicating a probable range of spend- 
ing for each of the major programs and agencies for the forthcoming budget. 
In preparing estimates we draw upon our knowledge of agency programs, agency 
estimates for particular programs, program evaluation materials and informal 
discussions with responsible agency budget and planning personnel. We also 
develop information to relate program objectives to resources requirements. 

Paul O’Neill and I then review the fiscal and economic situation, the spending 
outlook, and the individual program, budget, and management issues posed in 
the agency presentations. I then discuss our findings with the President, and 
seek his decisions on planning guidance for each agency and department so that 
they may reshape their plans and prepare their budgets accordingly. In fact, only 
a few days ago the planning guidance letters for the FY 1977 budget were sent 
out. 

COMPILATION AND SUBMISSION OF AGENCY BUDGET ESTIMATES 

During the next several months agencies revise their program plans in accord- 
ance with assigned planning ceilings and program guidance received, and decide 
upon the budget requests they wish to make for the upcoming budget. They 
compile schedules and supporting information in accordance with the instructions 
prescribed by the Office of Management and Budget (Circular No. A-ll). 

Agency budget submissions arc due in the Office of Management and Budget 
beginning in September. The submission covers all accounts in which money is 
available for obligation or expenditure, whether or not any action by Congress 
is required 

REVIEW OF AGENCY ESTIMATES IN THE OFFICE OF MANAGEMENT AND BUDGET 

When the estimates are received in the Office of Management and Budget, 
they are referred to the examiners assigned to the programs involved. All the 
knowledge the examiners possess about the agency — whether based on long-run 
analyses, field investigations, special studies, or conferences held with agency 
officials — is brought to bear on the estimates at this time. The examiners must 
be thoroughly familiar with the President’s budget policy and previous Congres- 
sional action, as well as with the programs of the agency and their relationship to 
activities of other agencies. 
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The examiners give considerable attention to the bases for the individual 
estimates: the volume of work on hand and forecast; the methods by which the 
agency proposes to accomplish its objectives; the costs of accomplishments; and 
the estimates of requirements in terms of supplies, equipment, facilities, and 
•numbers of people required. They review past performance, check the accuracy 
of factual information presented, and consider the future implications of the 
program. They identify program, budget and management issues of major im- 

E ortance to be raised for discussion with agency representatives at hearings. The 
earings, held in October and November, may last only a few hours for a small 
agency, but often run into weeks for a large department. 

After the hearings are completed, the examiners prepare their summary of the 
issues and their recommendations for my review. This so-called “ Director's 
Review” provides an opportunity for me and my principal assistants to obtain 
an understanding of the agency's program and budget requests, an analysis of 
the significant issues involved, the relationship of the agency requests to the 
planning ceiling set for the agency as a result of the Spring Planning Review, 
and recommendations as to budget allowances. 

BUDGET DECISIONS BY THE PRESIDENT 

Because of the scope and complexity of the budget, I and my principal assist- 
ants meet frequently with the President to present major issues for his decision 
as portions of the Office of Management and Budget reviews are completed during 
October, November, and December. As soon as the President makes his decisions, 
OMB notifies each agency head of the amounts which will be recommended to 
Congress for his agency's programs for the ensuring fiscal year. After any appeals 
by the agency head to the President have been settled, OMB completes the final 
preparation and printing of the President's Budget for submission to Congress. 

BUDGET EXECUTION 

The Anti-Deficiency Act requires that the Director of the Office of Manage- 
ment and Budget apportion, with a few exceptions, appropriations and funds made 
available to the Executive Branch. This consists of dividing the total available 
funds into specific amounts available for portions of the fiscal year or for particular 
projects or activities. It is a violation of law (31 U.S.C. 665) for an agency to 
incur obligations or make expenditures in excess of the amounts apportioned. 

The objective of the apportionment system is to assure the effective and orderly 
use of available funds and to reduce the need for supplemental appropriations. 
It is, of course, necessary to insure flexibility if circumstances change. 

Changes in laws or other factors may indicate the need for additional funds, 
and supplemental requests may have to be transmitted to the Congress. On the 
other hand, reserves may be established under the Anti-Deficiency Act to provide 
for contingencies or to effect savings made possible by or through changes in 
requirements or greater efficiency of operations. Amounts may also be withheld 
for policy or other reasons, but only under specific procedures established by the 
Congressional Budget and Impoundment Control Act. 

Progress on the budget program is reviewed throughout the fiscal year at 
successive levels, both in the agency and the Office of Management and Budget. 
Periodic reports on the status of apportionments are supplemented by more 
specialized reports which relate accomplishments to cost. Shifts in the agency 
budget plans are frequently required to meet changing conditions — to finance 
unforeseen circumstances or to provide savings where the workload is less than 
was estimated or where increased efficiency permits accomplishments at less cost 
than was anticipated. 

PREPARING THE INTELLIGENCE COMMUNITY BUDGET 

I have spent some time providing the general backdrop of OMB's process of 
preparing the President's Budget because the OMB role and process of preparing 
the intelligence budget is essentially the same as that with respect to the budget 
of any other Executive Branch department or agency. Let me cite a few examples 
of this, particularly as it relates to the 1976 budget process for intelligence. 

1. The principal U.S. foreign intelligence activities are examined by a single 
unit in OMB contained within OMB’s National Security Division and reporting 
to OMB's Associate Director, Mr. Donald G. Ogilvie, who is responsible for 
national security and international affairs. Under Mr. Ogilvie, this unit, consisting 
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bf a branch chief and five professional examiners, reviews the budgets of the 
Central Intelligence Agency, the Defense Intelligence Agency, the National 
Security Agency, and those intelligence activities of the Army, Navy, and Air 
Force that bear most directly on U.S. intelligence capabilities. 

By way of a footnote, I should state that they do not examine the domestic 
information gathering of the FBI or other non-foreign intelligence-related activi- 
ties. They also do not examine most of the military or force-related intelligence 
activities of the Military Departments that are intended for wartime support to 
military forces during operations. These activities are the responsibility of other 
branches of OMB. 

2. The intelligence programs are examined in the same context and in the same 
time frame as are all other Executive Branch activities. The current and projected 
economic situation is considered; pertinent Presidential guidance on intelligence 
is taken into account; and the effectiveness of the programs is analyzed. 

3. During the 1976 budget formulation process, the Director and Deputy 
Director held in-depth sessions with the Associate Director and the staff on all 
these activities. Intelligence activities and programs were evaluated in June of 
last year, major policy and program issues were identified, and alternative long- 
range program plans were discussed. Guidance in the form of a planning target 
for the Intelligence Community’s budget submission was provided to the Director 
of Central Intelligence and the Secretary of Defense in July of last year. We 
follow the same basic procedure each year. 

4. After the budgets were submitted in October and reviewed by the OMB 
staff, the Director and Deputy Director reviewed the total Intelligence Com- 
munity budget in December. Then two meetings were held to review the issues 
with the President who made the final decisions. 

5. A final allowance letter was sent by the Director of OMB to the Director of 
Central Intelligence and the Secretary of Defense informing them of the funds 
included in the President’s budget for the Intelligence Community. 

DIFFERENCES IN BUDGET PREPARATION WITH RESPECT TO INTELLIGENCE 

The only differences between OMB’s role in the preparation of Intelligence 
Community budgets and those of other agencies result from the sensitive classifi- 
cation of the Intelligence Community budgets and the fact that part of the 
Intelligence Community budget is subject to joint review by the OMB and the 
Secretary of Defense. 

Because most intelligence budget information is sensitive and classified, it is 
not specifically identified in the President’s Budget. This is a legitimate area for 
review, but it cannot be clearer that: 

1. The Director of Central Intelligence, who by statute is responsible for pro- 
tecting intelligence sources and methods, has determined that most of the budget 
information is classified, and 

2. The Congress has consistently supported the view this classification of intel- 
ligence budget information is appropriate, most recently in a Senate vote of 
June 1974. 

Mr. Colby can provide more detail on this matter. 

As a result of the classification of most intelligence budget information, OMB, 
both in its relationship with the intelligence agencies and in its relationship with 
the Congress, has taken measures to protect this information, while ensuring that 
the Congress has the requisite information so that it can perforin its constitutional 
role in reviewing the budgets of the agencies and in authorizing and appropriating 
funds for these activities. For example, the Director of OMB has by long-standing 
practice sent letters to the Chairmen of the Appropriations Committees identify- 
ing the amount of funds the President is requesting for the Central Intelligence 
Agency. These Chairmen annually have responded in a classified letter to the 
Director of OMB indicating Congressional action on this request. 

I should emphasize that the classification of intelligence budget information 
does not mean that Congress is uninformed about the cost, purposes, results, and 
effectiveness of U.S. intelligence activities. The Director of Central Intelligence 
testifies annually on the Intelligence Community budget before both the special 
oversight subcommittees of the Armed Services and Appropriations Committees. 
The Assistant Secretary of Defense for Intelligence, the Director of the National 
Security Agency, the Director of the Defense Intelligence Agency, and repre- 
sentatives of the Army, Navy, and Air Force also testify on their budget requests 
.for intelligence. 
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The second difference in OMB's examination of intelligence activities in com* 
parison to most other nonintelligence activities is related to the OMB joint review 
with the Department of Defense. For those intelligence activities of the Defense 
agencies — Defense Intelligence Agency and National Security Agency — and of 
the Military Departments, OMB participates in a joint review of tne budget 
requests with the Office of the Secretary of Defense. 

Let me briefly describe this process. OMB is a formal participant in the joint 
budget review and plays an informal role throughout the entire Defense program 
and budget cycle. An outline of the program and budget review calendar is as 
^ follows: 

January . — The five year Defense plan is updated by the Defense Comptroller 
staff to reflect decisions made in the just completed budget review. 

February . — The Secretary issues Planning and Programming Guidance, includ- 
ing fiscal levels, to the Services for preparation of the next five year plan. These 
planning levels have historically been higher than those identified in the Presi- 
dent’s Budget. While OMB has no formal role at this stage, there may be input 
from the OMB Director to the Secretary regarding appropriate fiscal levels. 

March-May . — Based on the Planning and rrogramming Guidance, each Service 
submits a Program Objectives Memorandum which proposes a five year force 
structure and resource plan. 

May-August. — The Program Objectives Memoranda are reviewed by the Office 
of the Secretary of Defense staff, principally the Program Analysis and Evaluation 
staff with inputs from other components of the Office of the Secretary of Defense. 
The culmination of the reviews are Program Decision Memoranda issued-by the 
Secretary to the Services which provide both programmatic and fiscal modifica- 
tions to the Program Objectives Memoranda. The focus of the May-August 
review is the whole five year period, and the emphasis is on forces, deployments 
and operating rates. In general, OMB monitors the process and may introduce 
or critique issues. OMB staff studies may be reviewed by Defense staff at this 
time and may form a basis for Program Objectives Memorandum issues as well 
as budget issues at this stage of the process. The historical OMB role has been 
to maintain an informal presence, reserving a formal role until later when the 
OMB Director and the President are personally involved. 

September. — The Services prepare a budget submission based on Program De- 
cision Memoranda guidance. 

October-December ( The Joint Budget Review). — The Services submit budgets 
for “joint” review by the Office of the Secretary of Defense and OMB staff. The 
joint review is unique to Defense, involving OMB staff working jointly with the 
DOD staff in reviewing the Service estimates for the Secretary. The furotion of 
the joint review is to (a) price out decisions reached during the preceding Program 
Objectives Memorandum review; (b) allow the Secretary to reconsider decisions 
made in Program Objectives Memorandum cycle; (c) introduce new program 
issues. OMB program issues are formally introduced at this stage of the review 
process. The decisions made by the Secretary of Defense in the joint review form 
the final budget submission to OMB. 

This basic joint review procedure is adhered to with respect to Defense intel- 
ligence activities. It culminates, of course, in the final decisions by the President* 

DIFFERENCES IN BUDGET EXECUTION WITH RESPECT TO INTELLIGENCE 

There are also some differences in the budget execution phase that, while not 
unique to intelligence activities, I wish to call to your attention. 

First, it is normal practice for OMB to apportion funds based on the appro- 
priation structure that is presented and approved by Congress. Since most in- 
telligence activities are included in larger appropriations within the budget, 
OMB does not take an apportionment action specifically identifiable to intelligence 
activities. Nonetheless, all intelligence funds are reviewed by OMB prior to 
apportionment of the larger appropriation within which they are included. 

One exception to this is the Central Intelligence Agency where OMB apportions 
all funds for this agency as a separate entity. 

Second, reprogramming is handled somewhat differently. For a typical agency 
or department, reprogramming controls are based on line item identification in 
appropriations. Such identification is absent from most of the intelligence ap- 
propriations because of security considerations. I believe, however, that in spite 
of th is difference, significant changes in the use of funds do not occur without our 
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knowledge. In the various reviews in which OMB staff participates throughout 
the year, the intelligence agencies do report on significant changes in their activi- 
ties and the financial changes to the President’s budget. 

Finally, some transfers are made into certain intelligence activities under pro- 
visions of the Economy Act (31 USC 686). This Act permits purchase of supplies 
and service by one agency for another when it is more economical to do so. Tnese 
transfers are not formally approved by OMB. Again, there is no lack of OMB or, 
for that matter, Congressional knowledge of these transfers which are reflected 
in both budget submissions to OMB and budget justification material provided 
to the Congress. 

These distinctions in OMB practices with respect to execution do not, I believe, 
materially affect the way OMB approaches its responsibilities or the way the 
intelligence agencies carry out their responsibilities. I do not believe that the 
types of problems that are being investigated would have been prevented by 
changes in the way OMB has approached its responsibilities in execution of the 
Intelligence Community budget. In the final analysis, abuses of authority can be 
prevented only by ensuring the integrity and capability of the people in the 
Intelligence Community. 

On the other hand, it is certainly possible that son\e revisions in Intelligence 
Community budget execution may be appropriate. For this reason, I have directed 
that the OMB staff review the presenc practices, the options available for changes 
in these practices, and the advantages and disadvantages of these alternative 
approaches. 

OMB MANAGEMENT ROLE 

OMB’s second major function is to work with Federal agencies in efforts toward 
better management. _ 

This responsibility is carried out by assisting the Federal departments and 
agencies in the development of new management systems, such as management 
by objectives and studies of major policy issues and management problem areas. 

OMB monitors the management by objectives program with which you may be 
familiar. In this program, the objectives of the agencies and departments pro- 
posed in discussion with the OMB staff are actively monitored to ensure that 
important agency and Presidential objectives (ire being accomplished. 

These functions are applied to the Intelligence Community in the same way as 
the other Federal agencies and departments. OMB staff participate in numerous 
studies and special reviews of intelligence activities. Director Colby has plaj’ed 
an active role in the management-by-objectives process. 

OMB LEGISLATIVE COORDINATION 

The final role of the Office of Management and Budget is to coordinate the 
Administration position on legislation. On behalf of the President, OMB works 
with other elements of the Executive Office of the President and with the agencies 
to carry out the President’s legislative responsibilities, including agency pro- 
posals, reports, testimony on pending legislation, and enrolled bills. 

The legislative coordination function has several purposes: 

It provides a mechanism for staffing out agency legislative proposals which 
the President may wish to include in his legislative program. 

It helps the Executive agencies develop draft bills which are consistent with and 
which carry out the President’s policy objectives. 

It is a means of keeping Congress informed (through the “advice” transmitted 
by the agencies) of the relationship of bills to the President’s program. 

It provides a mechanism for assuring that Congress gets coordinated and 
informative agency views on legislation which it has under consideration. 

It assures that bills submitted to Congress by one Executive agency properly 
take into account the interests and concerns of other affected agencies and will 
therefore have the general support of such agencies. 

It provides a means to reconcile divergent agency views. 

OMB’s legislative coordination function with repect to legislation affecting 
intelligence activities is no different from that performed in any other area of 
Federal Government activity. For example, during the last year, OMB in con- 
junction with other elements of the Executive Office of the President and appro- 
priate agencies has: 

1. Coordinated the Executive Branch position on bills affecting the tenure of 
the Director of Central Intelligence and annuities under CIA’s retirement plan. 
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2. Reviewed draft Department of Defense legislation affecting personnel in the 
Defense Intelligence Agency and the National Security Agency; and 
^ 3. Initiated the legislative clearance process with respect to proposed legislation 
-on the protection of intelligence sources and methods. 

conclusions 

That is a brief overview of our role and the ways in which we work with the 
Intelligence Community. At this time I will be pleased to answer your questions. 

Mr. Lynn. Preparing the intelligence community budget; The OMB 
role and process in preparing the intelligence budget is essentially the 
same as that with respect to the budget of any other executive branch 
department or agency. Let me cite a few examples of this particularly 
as it relates to the 1976 budget process for intelligence. 

1. The principal U.S. foreign intelligence activities are examined 
by a single unit in OMB contained within OMB’s National Security 
Division and reporting to OMB’s Associate Director, Mr. Donald G. 
Ogilvie, who is responsible for national security and international af- 
fairs. Under Mr. Ogilvie, this unit, consisting of a branch chief and 
five professional examiners, reviews the budgets of the Central Intelli- 
gence Agency, the Defense Intelligence Agency, the National Security 
Agency, and those intellegence activities of the Army, Navy, 
and Air Force that bear most directly on U.S. intelligence capabilities. 

By way of a footnote, I should state that they do not examine the 
domestic information-gathering of the FBI or other non-foreign intel- 
ligence-related activities. They also do not examine most of the 
military or force-related intellegence activities of the military depart- 
ments that arc intended for wartime support to military forces during 
operations. These activities are the responsibility of other branches of 
OMB. 

2. The intelligence programs are examined in the same context and 
in the same time frame as are all other executive branch activities. 
The current and projected economic situation is considered ; pertinent 
Presidential guidance on intelligence is taken into account; and the 
effectiveness of the programs is analyzed. 

3. During the 1976 budget formulation process, the Director and 
Deputy Director held in-depth sessions with the Associate Director and 
the staff on all these activities. The current and projected economic 
situation is considered ; pertinent Presidential guidance on intelligence 
is taken into account ; and the effectiveness of the programs is analyzed. 

4. During the 1976 budget formulation process, the Director and 
Deputy Director held in-depth sessions with the Associate Director and 
the staff on all these activities. Intelligence activities and programs 
were evaluated in June of last year, major policy and program issues 
were identified, and alternative long-range program plans were dis- 
cussed. Guidance in the form of a planning target for the intelligence 
community’s budget submission was provided to the Director of Cen- 
tral Intelligence and the Secretary of Defense in July of last year. We 
follow the same basic procedure each year. 

5. After the budgets were submitted in October and reviewed by the 
OMB staff, the Director and Deputy Director reviewed the total in- 
telligence community budget in December. Then two meetings were 
held to review the issues with the President who made the final 
decisions. 
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6. A final allowance letter was sent by the Director of OMB to the 
Director of Central Intelligence and the Secretary of Defense inform- 
ing them of the funds included in the President’s budget for the intelli- 
gence community. 

DIFFERENCES IN BUDGET PREPARATION WITH RESPECT TO INTELLIGENCE 

The only differences between OMB’s role in the preparation of intel- 
ligence community budgets and those of other agencies result from the 
sensitive classification of the intelligence community budgets and the 
fact that part of the intelligence community budget is subject to joint 
review by the OMB and the Secretary of Defense. 

Because most intelligence budget information is sensitive and classi- 
fied. it is not specifically identified in the President’s budget. 

This is a legitimate area for review, but it cannot be clearer that : 

1. The Director of Central Intelligence, who by statute is responsi- 
ble for protecting intelligences sources and methods, has determined 
that most of the budget information is classified, and 

2. The Congress has consistently supported the view that this classi- 
fication of intelligence budget information is appropriate, most 
recently in a Senate vote of June 1974. 

Mr. Colby can provide more detail on this matter. 

As a result of the classification of most intelligence budget informa- 
tion, OMB, both in its relationship with the intelligence agencies and 
in its relationship with the Congress, has taken measures to protect 
this information, while insuring that the Congress has the requisite 
information so that it can perform its constitutional role in reviewing 
the budgets of the agencies and in authorizing and appropriating funds 
for these activities. 

For example, the Director of OMB has by long-standing practice 
sent letters to the chairmen of the Appropriations Committees identi- 
fying the amount of funds the President is requesting for the Central 
Intelligence Agency. 

These chairmen annually have responded in a classified letter to the 
Director of OMB indicating congressional action on this request. 

I should emphasize that the classification of intelligence budget in- 
formation does not mean that Congress is uninformed about the cost, 
purposes, results, and effectiveness of U.S. intelligence activities. The 
Director of Central Intelligence testifies annually on the Intelligence 
Community budget before both the special oversight subcommittees 
of the Armed Services and Appropriations Committees. 

The Assistant Secretary of Defense for Intelligence, the Director of 
the National Security Agency, the Director of the Defense Intelli- 
gence Agency, and representatives of the Army, Navy, and Air Force 
also testify on their budget requests for intelligence. 

The second difference m OMB’s examination of intelligence activi- 
ties in comparison to most other nonintelligence activities is related 
to the OMB joint review with the Department of Defense. For those 
intelligence activities of the defense agencies — Defense Intelligence 
Agency and National Security Agency — and of the military depart- 
ments, OMB participates in a joint review of the Budget requests 
with the Office of the Secretary of Defense. 
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Chairman Pike. Mr. Lvnn, I think that would be a very appropri- 
ate place to stop because from there on you are once again getting into 
a rather generalized discussion of the process. 

Mr. Lynn. I would say, sir, that I would urge your reading of the 
difference in the defense process carefully. 

I would also say that the last number of pages of this, at least to 
page 19 where we become more general again, I believe, are specifically 
related to the intelligence community, but if you do not want it read, 
we won’t read it. 

Chairman Pike. Which particular pages? 

Mr. Lynn. I am thinking of page 16 beginning in the middle of 
the page. 

Chairman Pike. Let’s skip over to page 16 in the middle of the 
page and read 16 and 17. 

Mr. Lynn. Up to the top of page 19. 

Chairman Pike. Mr. Lynn, it is not that we don’t like to hear you 
read the statement, it is just that most of us have seen it and arc 
capable of reading it. We would like to get into the questioning. 

You start reading at page 16. 

Mr. Lynn. Mr. Chairman, if you don’t want me to read it, I won’t. 
It is as simple as that. 

Chairman Pike. No, sir. I don’t want the Office of Management and 
Budget to feel they have been precluded from reading something they 
really wanted to read. Go ahead. 

Mr. Lynn. Differences in Budget Execution with Respect to 
Intelligence. 

There are also some differences in the budget execution phase that, 
while not unique to intelligence activities, I wish to call to your 

attention. . 

First, it is normal practice for OMB to apportion funds based on 
the appropriation structure that is presented and approved by Con- 
gress. Since most intelligence activities are included in larger appro- 
priations within the budget, OMB does not take an apportionment 
action specifically iiulentifiable to intelligence activities. Nonetheless, 
all intelligence funds are reviewed by OMB prior to apportionment 
of the larger appropriation within which they are included. 

One exception to this is the Central Intelligence Agency where 
OMB apportions all funds for this agency as a separate entity. 

Second, reprograming is handled somewhat differently. lor a typi- 
cal agency or department, reprograming controls are based on line 
item identification in appropriations. Such identification is absent 
from most of the intelligence appropriations because of security con- 
siderations. I believe, however, that in spite of this difference, signifi- 
cant changes in the use of funds do not occur without our knowledge. 
In the various reviews in which OMB staff participates throughout 
the vear, the intelligence agencies do report on significant changes in 
their activities and the financial changes to the President s budget. 

Finally, some transfers are made into certain intelligence activities 
under provisions of the Economy Act. This act permits purchase of 
supplies and service by one agency for another when it is more eco- 
nomical to do so. These transfers are not formally approved b\ U'lij. 
Again, there is no lack of OMB or, for that matter, congressional 
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knowledge of these transfers whi jh are reflected in both budget sub- 
missions to OMB and budget justification material provided to the 
Congress. 

These distinctions in OMB practices with respect to execution 
do not, I believe, materially affect the way OMB approaches its 
responsibilities or the way the intelligence agencies carry out their 
responsibilities. 

I do not believe that the types of problems that are being investi- 
gated would have been prevented by changes in the way OMB has 
approached its responsibilities in execution of the intelligence com- 
munity budget. In the final analysis abuses of authority can be pre- 
vented only Dy insuring the integrity and capability of the people of 
the intelligence community. 

On the other hand, it is certainly possible that some revisions in 
intelligence community budget execution may be appropriate. For 
this reason, I have directed that the OMB staff review the present 
practices, the options available for changes in these practices, and the 
advantages and disadvantages of these alternative approaches. 

I believe that will give the highlights of it. Mr. Chairman. I do not 
believe we even approached anything near 30 minutes. 

Chairman Pike. You did fine, Mr. Lynn. 

Mr. Lynn. Thank you. 

Chairman Pike. Mr. Lynn, in preparing figures on what it costs 
America for her intelligence-gathering activities, how do you define 
intelligence-gathering activities ? 

Mr. Lynn. I am not quite certain I understand your question, Sir. 
Chairman. 

Chairman Pike. Well, before we can talk aliout what it costs us 
to gather intelligence we have to know what avc are talking about. 
There has to be a definition of what is to be included in and what is 
to be excluded from the cost of intelligence-gathering activities. IIow 
do you establish the parameters? How do yon define intelligence- 
gathering activities in order to determine the cost? 

Mr. Lynn. I would say that as a matter of overall budget review 
an effort has lieen made to identify various functions performed that 
we believe are in the category of intelligence and then having identi- 
fied those and their having been brought to us in a systematic way with 
the coordination of the Director of Central Intelligence, we consider 
those specific functions. 

Now if you want a description of specific functions that are done 
in the intelligence community and discussion as to whether such func- 
tions to be considered in this budget or some other budget 

Chairman Pike. That is precisely what I am talking about. 

Mr. Lynx. I believe that is the kind of Jthing, Mr. Chairman. I 
would have to say respectfully would take a closed session. There is 
no way we can get into specific functions that arc performed without 
being able to classify the material. 

Chairman Pike. I am not asking for a specific function performed. 

T am asking you how you define that which von include as a cost of 
getting intelligence. Certainly the definition is not classified. 

Mr. Oqu.viK._Mr. Chairman. I do not believe that it is possible in 
open session, without going into specific examples of what we include 
in the intelligence area of the budget, to fully answer your question. 
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We can give you some rough general ideas. 

Chairman Pike. Well, give me a rough general idea about a situa- 
tion where a ship goes off on an intelligence-gathering mission. 

I am not asking for specifics but how do you define what part of 
the cost of that operation will be called intclfigence gathering? 

Mr. Lynn. I think that what you do is take area by area of activity 
and look at it and ask logically is its main theme intelligence or is it 
really so incidental to intelligence that it ought to be categorized some- 
thing else. 

Chairman Pike. Do you make that determination, Mr. Lynn ? 

Mr. Lynn. No; we do not make this determination alone. 

Chairman Pike. Who makes that determination ? 

Mr. Lynn. That determination is made bv two different groups essen- 
tially, one is the Congress of the United States in its own appropria- 
tion and oversight process. 

Chairman Pike. There is no way the Congress of the United States 
makes that determination because the Congress of the United States 
by and large does not know. 

You talk about a letter which you send to the chairman of the Ap- 
propriations Committee. I don’t see that letter. 

Mr. Giaimo. I have been on the Appropriations Committee since 
1063, and I am on the Defense Subcommittee which deals with the in- 
telligence community. I have never seen the. letter. Up until last year, 
I was never even privy to the briefings of the intelligence community. 
Your statement that the Appropriations Committee has performed 
oversight is just not so. Limiting it to certain Members of Congress 
mnkes a big difference. 

Mr. Lynn. I agree. By your own rules in the Congress, by your own 
decision in the Congress, it has been decided 

Chairman Pike. It has been decided that a handful of men will have 
this authority. 

Mr. Giaimo. It is not Congress who is informed. It is a certain few 
Members. 

Mr. Lynn. I stand corrected. You are absolutely right. Mr. Giaimo. 

Chairman Pike. We have established that it is not Congress that 
makes this determination. 'Who is it ? 

Mr. Lynn. Certainly the Members of the Congress who by its own 
decisions have been made privy to these budgets are. involved in that ; 
because if they had strong objections as to what is included or is not, 
I am sure that the various heads of the agencies would be told about it 
and so would we. Now in the executive branch of the Government, of 
course, we will make recommendations in this regard. I believe that the 
Director of Central Intelligence will also make recommendations in 
this regard as will the other agencies involved. Then ultimately, I 
think, the decision would rest with the President, if there is a disagree- 
ment amongst us or if we all agree, but, I think, there is an important 
decision that should be made at a Presidential level. 

Chairman Pike. I would ask my timekeeper if my time is up. I 
missed the signal. 

Mr. McClory. 

Mr. McClory. I want to commend you on your statement, Mr. Lynn, 
Also, I would observe with respect to this subject that if vou did under- 
take to deliver a letter to all the Members of Congress I am confident 
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that it would be a violation of the trust that we repose in you with re- 
spect to the secrecy which surrounds intelligence activities. I would 
not want to suggest that you have been derelict in not issuing such a 
letter to all the Members or publicizing it. On the other hand, I would 
liko to ask if it is not possible under executive session or under an as- 
surance of confidentiality that this committee can receive these letters 
that have been delivered under the rules or practices that have been 
established by committee of the Congress. 

Mr. Lynn. Mr. McClorv, let me give you m3 7 overall attitude. We 
want to help this committee in every way we can. Our own concern 
with respect to this matter is the matter of classification of sensitive 
material. In answer to your question, I believe that under the appro- 
priate security arrangements, as you suggest in closed session, that this 
information should be given to you. Now as to who ought to give cer- 
tain kinds of information as between Director Colby and us, that is a 
different matter, and is subject to the general way we do business with 
agencies. Certainly as far as giving information of this kind, you are 
deeply, by nature of jurisdiction and the things that you have to look 
into, entitled to information of this kind. 

Mr. McClory. Have 3*011 supplied similar information to the Rocke- 
feller Commission and to the Church committee ? 

Mr. Lynn. I will have to ask. 

Mr. Ooilvie. The Church committee is being provided with that in- 
formation, but it is being provided by Director Colby, not by OMB. 

Mr. McClory. What about the 1001103* left over? The funds that are 
emplo3*ed by CIA and other intelligence agencies are sort of secreted 
or transferred around. They arc in various budgets. What happens to 
the money that is left over? Does that come back to the Treasury or do 
you get information about that ? 

Mr. Ooilvie. We do have information about that; yes, sir. 

Mr. McClory. You sa3* on page 17 that 3*011 apportion the funds of 
the Central Intelligence Agency and you include that as a separate 
entity so that CIA funds are different from other intelligence agency 
funds insofar as your practices are concerned. 

Mr. Ooilvie. The difference, Mr. McClory, is in the apportionment 
process, not in the funds themselves, because intelligence funds are 
included in larger appropriation categories than the amount of the 
funds themselves. They are, because of the wa3* OMB apportions 
funds, apportioned according to the appropriation-of which they are a 
part. In the case of CIA, we specifically identif3* those funds and 
apportion them separately. 

Mr. McClory. In making up the overall budget are 3*011 informed 
with respect to the specific projects which enter into the overall 
budget? 

Mr. Lynn. I think the answer to that is that on major matters that 
involve large expenditures, I would say that the intelligence com- 
munity brings them to our attention and upon our inquiry brings them 
to our attention. So, I would say we have some knowledge of some 
projects. We have no knowledge of others. Let me put that in context. 

The same thing is true of other departments and agencies. If you 
take a look at the S. & E. account of IIUD, it is a very broad account. 
It is the one for emplo3*ees and so on. 
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I did not have OMB ask me specifically wliat I was doing with par- 
ticular people as to what way they were going to approach this, that 
or the other thing. On major projects, OMB would ask me. From 
what I have been advised, not having been through this cycle myself 
from the position of OMB Director except for the spring review, it is 
much the same with the CIA. 

Mr. McClory. My time is up. 

Chairman Pike. Mr. Giaimo. 

Mr. Giaimo. Mr. Director, it is a pleasure to see you again and to 
have this opportunity to talk with you. It is a far cry from the days 
when you and I sat across the table when you were the Secretary of 
HUD. This is a whole new ball game insofar as both of us are con- 
cerned. Let me say at the outset that I for one, and I am not new to 
. briefings in this area as I stated earlier, I am terribly concerned over 
the inadequacy of congressional oversight and also equally concerned 
over what I suspect to be the inadequacy of the executive branch over- 
sight of the intelligence community. 

In your statement on page 13 you said, “I should emphasize that 
the classification of intelligence budget information does not mean 
that Congress is uninformed”; you then comment on how the various 
committees of the Congress, the oversight committees and appropriat- 
ing committees, are apprised. 

I think we made clear the distinction that must be made. It is not 
Congress that gets this information; it is certain Members of Con- 
gress. That is one of the problems of the present inquiry, for Con- 
gress to change its ways. 

Let f s consider the executive branch. You are a key avea of the 
executive branch, but do you see in depth all of the budget of the in- 
telligence community? 

Mr. Lynx. Do I personally ? 

Mr. Giaimo. OMB. 

Mr. Lynx. We have a little definitional problem at the outset but 
in preparation for these hearings I went through some of the ma- 
terials that are supplied to us. I must admit in the spring review, for 
example, I was quite surprised at the depth. 

Mr. Giaimo. Is that the first time you went through them? 

Mr. Lynn. Yes, because I am a new Director of OMB. In the spring 
review I went through a number of the materials. It is in substantial 
depth. When I use that expression, I want to express some caution 
because as was the case with HUD, you have large items for personnel, 
for example, and just like with every other agency, OMB does not go 
into what each and every person or subgroup of people do within 
the agency. 

Mr. Giaimo. While OMB may not know the particulars of the 
S. & E. account or some other account at HUD, the difference is that 
all you have to do is pick up the telephone and ask for the figures. I 
am sure that OMB, being what it is, will get them. 

Mr. Lynn. And Mr. Giaimo, the relationship, as far as I have been 
able to see is between OMB and the intelligence community, is that 
OMB can do precisely the same thing with the intelligence community. 

Mr. Giaimo. Would they furnish you with budget items of accounts 
in areas where admitted wrongdoings have already taken place? 
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Mr. Lynn. We are talking about human beings. 

Mr. Giaimo. No, we are not. We are talking about governmental 
agencies. 

Mr. Lynn. There is always an opportunity for a person in and out 
of the Government to fabricate or be less than totally forthcoming. 
I hope that is not a relationship between these agencies and OMB. 

Mr. Giaimo. If you were to telephone the intelligence community 
asking for detailed budgets on former paramilitary secret wars, would 
the information be furnished to you ? 

Mr. Lynn. Let me make my answer again apart from any particular 
kind of activity, whether engaged in or not engaged in. That would be 
that I have no reason to believe that if we asked specific questions we 
would not get an answer. Let me go on and say that it might be that 
in some given theoretical instance that the Director of Central Intelli- 
gence might feel it is so sensitive that he would want to go to the Presi- 
dent of the United States with regard to it or make me do that but I 
am not aware of any such circumstances ever having happened. 

Mr. Giaimo. Isn’t it so that under the law thirDi rector of Central 
Intelligence has expenditures which are exempt from the usual 
scrutiny of OMB and that the mere certification or those expenditures 
by the Secretary of Defense, for example, is sufficient ? 

Mr. Lynn. I am not aware of any, sir. 

Mr. Ogilvie. He does have the authority to obligate funds for which 
his certificate is sufficient voucher for audit purposes; nonetheless 
OMB reviews all of the funds in the CIA budget. 

Mr. Giaimo. Would he provide whatever OMB were to request? 

Mr. Ogilvie. I can think of no instance where we have not gotten 
the information. 

Mr. Giaimo. You are not answering the question. 

Mr. Lynn. We can only give you what the experience has been. 

Mr. Ogilvie, who has been there longer than I have is saying he can- 
not recall any instance where we have asked for information from the 
Agency that they have not given us a substantive answer with regard 
to it. 

Chairman Pike. Mr. Stanton. 

Mr. Stanton. Thank you, Mr. Chairman. 

Mr. Lynn, I would like to welcome you again as an old friend. 

Mr. Lynn. It is good to be here, Mr. Stanton. 

Mr. Stanton. Are you satisfied, Mr. Lynn, with the oversight per- 
formance of the administration over the intelligence community? 

Mr. Lynn. I don’t know, Mr. Stanton. We have the President’s 
Commission on the CIA, which has now reported. There also has been, 
of course, substantial news with regard to the CIA. Your committee 
and the Senate are looking at it. What I have done within my own area 
of responsibility has directed my people to take a hard look at this 
whole area with us and come to our own conclusions because I do 
helieve that in light of the things that have been said and that I have 
read about and have heSrd by way of allegations in some cases we all 
better take a hard look as to whether or not we are carrying out our 
oversight responsibilities within our own sphere of jurisdiction in the 
right way. 
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Mr. Stanton. Do you feel the GAO should play a role as an inde- 
pendent arm of the Government in the accounting and auditing pro- 
cedures of the intelligence community, particularly the CIA? 

Mr. Lynn. I must say I really have not given that a lot of thought. 
As you know, the GAO is an arm of the Congress. I can say that we 
do 

Mr. Stanton. It is an independent arm. Go ahead. 

Mr. Lynn. As I pointed out in the first 21 pages of my statement, we 
do not engage in auditing generally in OMB. On the other hand, even 
GAO does not audit every book and record of every department. They 
do it on sampling. 

Mr. Stanton. We have the testimony of the Comptroller General 
that as far as the CIA is concerned, since 1962 he has been able to do 
nothing in terms of any type of auditing. Do you think that that 
should be allowed to continue ? 

" Mr. Lynn. I just don't know, Mr. Stanton. I will say to you that 
looking at the statutes that have been passed in this area with respect 
to trying to give proper respect on the one hand to the need for classi- 
fication of sensitive documents and on the other hand a natural desire 
to have outside points of checking, I think we have a balancing act 
to do. I want to think about it some. 

I must admit I have not given that a lot of thought. 

Mr. Stanton. I would deeply appreciate j’our thoughts on it if you 
■want to submit something later on. 

You said to Mr.- Giaimo you felt there was substantial depth to the 
procedures by which you examine the records of the intelligence com- 
munity. Would you be able, to take a hypothetical situation, to assure 
the American public, that they got value for their dollar in the invest- 
ment of a contract that was executed by the CIA to a particular com - 
pany without competitive bid, such as the Glomar Explorer^ In other 
words, would you know of any procedure that was established to 
assure that there was not some kind of deal between the company that 
executed that contract and the people in the CIA or did the CIA submit 
to OMB procedures by which they showed and justified the value of 
that contract? 

Mr. Lynn. Let me try to answer the question broadly. Whatever the 
hypothetical situation you referred to, let’s take any large project. 

Mr. Stanton. That is a large one. 

Mr. Lynn. As I said, I would just as soon not get into one way or 
the other any discussion 

Mr. Stanton. When was the first time you heard of the Glomar Ex- 
plorer contract? 

Mr. Lynn. I think to get into the specifics of whether or not there is 
or is not any such arrangement takes us into a classified area, as to 
which I will have no comment. 

Mr. Stanton. Mr. Colby released testimony on that. So you cannot 
have it both ways. 

I would like you to answer the question in regard to the initial in- 
stance. "When did you first hear of the Glomar contract? 

Mr. Lynn. I would prefer to answer your question by alluding to 
anv large project. 

Mr. Stanton. Fine. 
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Mr. Lynx. From what anybody has seen in the newspapers if there 
were arrangements of this kind it was a large project. But let’s talk 
about large projects of any kind. OMB will look at a large project. It 
will necessarily come to its attention, particularly if the project in- 
volves major items of hardware. 

I would assume — and Don Ogilvie can fill in further on this — that 
one of the things we will look at is whether or not the particular project 
is being acquired in the most economical way for the benefit of the 
taxpayer. That is a role that OMB traditionally prepares. Is there a 
cheaper way of doing something that should be done? 

Is that fair, Don? 

Mr. Ogilvie. I think that is correct, yes. 

Mr. Stanton. How would you make that value ? 

Chairman Piick. The time of the gentleman from Ohio has expired. 

Mr. Treen. 

Mr. Treen. I have just one question, Mr. Lynn. In the budget process 
what persons are involved in classifying information? 

Mr. Lynn. In classifying material or doing work that involves 
classified material? 

Mr. Treen. Classifying information as security information — in 
other words, not to be made public. What person is involved in that 
process? 

In your budget process who attaches the labels to information, docu- 
ments, et cetera, that come to your attention and that you utilize in the 
budget process? 

Mr. Ogilvie. Mr. Treen, there are within the executive branch some 
published regulations with regard to who is able to classify informa- 
tion, what individuals and what specific agencies. I simply do not know 
all of the agencies involved on that list at this point or all the indi- 
viduals but I can give you some idea of the level of people within the 
Office of Management and Budget that perform the classification func- 
tion if that would be useful to you. 

Mr. Treen. I would like to know that, and I would like to know 
whether OMB simply accepts a classification from an agency. 

Mr. Ogilvie. All right. Within OMB the people within the National 
Security and International Affairs section, of which I am the head, 
permitted to classify information are myself and the three major 
division chiefs who directly report to me. Certain other individuals 
within OMB, in addition to the four of us, also are authorized to 
classify information under the prescribed criteria if they have work 
with classified information such as the ERDA and other areas that 
are classified. 

The Director is able to classify it, the Deputy Director is able to 
classify it and a number of other individuals. 

Mr. Treen. Or to declassify it, presumably. If on your level a deci- 
sion is made to classify then the Director, or Deputy Director, can 
declassify, right? * ’ 

Mr. Ogilvie. Yes. 

Mr. Lynn. Except I would like to add that under Executive order 
a particular agency who has the operational responsibility, and that 
agency’s head — say, Mr. Colby in CIA — has the primary responsibility 
to put the lines around information that should be classified. 



68 


Our function is more or less an interpretive function as to what is 
within those general guidelines to carry out within our own shop what 
his overall determination has been. As you know, that authority stems 
basically from statutes. , . . 

So we have to mechanically perform a function on our own material 
that wo are working on within our own shop. The general guidance 
as to the categories of things that have to be classified comes from the 
people delegated that authority under the Executive order. 

Mr. Trf.en. I am trying to determine whether OMB has any impact 
on the classification process. . . . 

If I understand you correctly. If when you receive material it is 
classified by an agency, you don’t reverse that, nor do you take unclas- 
sified material and stamp it classified in the OMB, correct ? 

Mr. Ogilvie. We do originate some classification ourselves. 

Mr. Treen. Do you have written criteria for that within OMB? 

Mr. Ogilvie. I believe they are written ; yes, sir. Let me also point 
out that whenever we classify a document within OMB if it is not 
someone else’s document, if it is something we originated, the name 
of the individual who classifies that document is written on a special 
stamp on the front page which says this document has been classified 
at a certain level of classification, by Donald Ogilvie in this case, and 
then sets out the procedures for declassifying it according to a pre- 
scribed set of schedules. 

Mr. Treen. You have written documents that set forth this classi- 
fication procedure? 

Mr. Ogilvie. Yes. - 

Mr. Treen. How many levels of classification do you have ? 

Mr. Ogilvie. Confidential, secret, and top secret are the standard 
classification levels. 

Mr. Treen. Thank you. 

Chairman Pike. Mr. Dellums. 

Mr. Dellums. Thank you, Mr. Chairman. Mr. Lynn, can you tel] 
me first what security classification you hold? 

Secondly, what procedures did you go through and when did you go 
through those procedures in order to obtain your security clearance? 

Mr. Lynn. I know that I hold the classifications through top secret. 
In connection with the budget activities which, as I say gets into sub- 
stantial detail, I was asked to sign additional documents that made 
me aware of the particularly sensitive nature of the materials and what 
my obligations were under the law with respect to those materials. 

T believe I signed four such documents.' ' 

Frankly, I think it was a useful procedure. The documents did not 
say anything more than I would expect to do as a person in my job. 

Mr. Dellums. When did you go through those procedures? 

Mr. Lynn. Befoi’e I had my first briefings with respect to the intel- 
ligence community. That was some weeks or a month beforehand, I 
don’t remember which. 

Mr. Dellums. Is it a fact that of the six or so employees assigned to 
the Intelligence Community Branch that three are former CIA agents 
and at least two have at least 10 years’ service ? 

Mr. Lynn. I believe that is true, sir. 
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Mr. Dellums. Do you feel that would in any way affect the objec- 
tivity of those persons dealing with the CIA and especially other 
intelligence agencies? 

Mr. Lynn. I would certainly hope it would not, sir. 

I believe you have to look at each person for ms or her own ability, 
imagination, drive, and ability to do a job. I certainly would think 
that knowledge acquired over a period or years, assuming it is put to 
work properly, is extremely useful. I feel that way not only about the 
intelligence community, but also a number of other economic and social 
areas. That doesn’t mean we should have everybody coming from a 
given industry or group like the CIA. And there is room for general- 
ists or I would not be sitting here this morning ; but on the other hand, 
to say that a person cannot serve because he has had prior experience 
with a particular agency, I don’t think that is right. I might point out 
that the man on my right, the Deputy at OMB, had his stait in the 
systems business at the Veterans’ Administration. I don’t think I would 
want to disqualify Paul O’Neill from looking at Veterans’ Adminis- 
tration matters. 

Mr. Dei.i.ums. I can understand that with respect to Veterans’ mat- 
ters. However, the highly sensitive nature of the information with 
respect to the function of intelligence community certainly raises some 
critical and serious questions with respect to objectivity of those per- 
sons overseeing the function. As a lay person, representative I am sure 
of millions of people in this country, my first question would be where 
are the priorities in terms of loyalty, to OMB or to the agency that 
trained them for 10 years, recruited them ? How do you handle that 
issue? 

I know you are talking about fine persons but what procedures do 
you use to build in objectivity and at what point do you evaluate 
whether or not that particular person or those particular persons are 
being subjective or that their preliminary loyalties are to the company 
rather than to OMB and to its overall function that you have? 

Mr. Lynn. You do as exhaustive a job as you can in the recruitment 
process and you continuously look at a person’s judgment on various 
matters to see where loyalties are. 

I don’t limit that to the CIA. When I was in the Commerce Depart- 
ment and had people that came from the business side, I would always 
look at it the same way. I will say my general experience in the 6 y 2 
years that I have been in this town is that although there may be ex- 
ceptions — and there are always exceptions — the general thing I find is 
that when people come from a given sector, they are kind of like 
Caesar’s wife, if anything. To show they don’t have any bias, they will 
lean over the other way. That is not always so, but if you count 
majorities, that is what I have found generally. 

Mr. Dellums. Mr. Lynn, inyour position with OMB, have you had 
an opportunity to look at the instances of CIA — former CIA employ- 
ees working in any other agencies, and do you have any particular idea 
with respect to the numbers? 

Mr. Lynn. I have not taken a personal look at any of that, sir. 

Mr. OorLviE. If I could add to that, sir; for all agencies and depart- 
ments OMB reviews the numbers of people on detail to any one agencv. 
and we treat the CIA no differently in that regard. 
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Chairman Pike. The time of the gentleman has expired. 

Mr. Murphy. 

Mr. Murpiiy. Thank you, Mr. Chairman. 

Mr. Lynn, under the functions of OMB, one of the official functions 
includes the following : 

To keep the President informed of the progress of activities by agencies of 
Government with respect to work proposed, work actually Initiated, and work 
completed. 

From that general description of the functions of OMB and your 
duty to inform the President of activities proposed, activities actually 
initiated, and activities completed, would it be safe to assume then 
that in intelligence activities of a major undertaking such as the 
Cuban invasion, the President of the United States would be aware 
of whatever activity is proposed of that magnitude? 

Mr. Lynn. Again, just using this as a base in your question for 
size of activity, and again drawing on my experience as a layman — 
because I was not even with the Government at that time and was 
reading about those descriptions in the paper — whoever organized all 
of this. I would think the President of the United States would be 
aware of activities of that kind. 

Mr. Murpiiy. Would he be informed of a transfer of ownership or 
control of a number, a large number, of former World War II war- 
planes to a private domestic corporation for transfer or sale to an 
outside country or corporation? 

Mr. Lynn. I don’t know, sir. 

Don, can you be of any help on that? 

I just don’t know. 

Mr. Ogilvie. Are you referring to some specific event that occurred? 

Mr. Murphy. I am referring to a sale of aircraft, 25 or 26 World 
War II bombers. 

Mr. Lynn. If there were such a thing, would the President know? 

Mr. Murpiiy. Would the President know of a transfer of that 
magnitude ? 

Mr. Ogilvie. Let me see if I can answer this way, Mr. Murphy. The 
DOD has an official program to dispose of surplus military hardware. 
That is a routine function that goes on all the time. Some aircraft 
and other military vehicles are routinely sold or disposed of within 
this country. I believe, although I am not sure of this, that, foreign 
countries are also eligible if they receive the proper permission to 
acquire that type of materials, also. Whether the President would lie 
specifically aware of each and every sale, I don’t think it would be 
fair to say he would be of each and every sale. 

Mr. Murpiiy. Would he be aware of a transfer from any other 
department to CIA? 

Mr. Ogilvie. It is hard to take a hypothetical example and say ho 
was or was not aware. He certainly could be. aware, and there aro 
details, records kept of all transfers and sales. 

Mr. Murphy. One of your functions is to keep him advised of inter- 
agency activities? 

Mr. Ogilvie. That is correct. 

Mr. Murphy. My 5 minutes is fleeting, but what is the total amount 
spent in all intelligence agencies? 
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I don't think that should be classified since it would not involve 
details. I am looking for a lump sum figure. 

Mr. Lynn. I wondered how long it was going to take to have that 
question raised. I would refer to the sections of the law that very 
carefully provide for a method so that that figure or any figures on 
these budgets are kept classified and are kept secret. There are 
statutes passed by the Congress to prevent that kind of thing from 
becoming a public figure. 

While I do believe it is a very legitimate inquiry area for this 
committee to consider and make recommendations as to how much, 
if any, of that budget information should be made public, I do not 
believe that I can in public session give those figures. 

Mr. Murphy. Not even the total? 

Mr. Lynn. No, sir. I believe first of all that I would be violating 
the laws of the United States to do so. 

I believe the intent of Congress on the whole is pretty clear from 
the statutes that have been passed. Now, again in closed session with 
appropriate security arrangements, we want to be as cooperative as 
can be. I think with the directions given by these statutes and with 
the laws that I am even told by counsel may involve criminal violation 
on my part, I don’t believe I can do that in open session. 

Chairman Pike. Mr. Murphy, your time has expired. 

I am going to come slightly to your rescue here if I may interject, 
Mr. Lynn. Wo do have in the committee certain overall numbers 
which have been provided to the committee. You are certainly entitled 
to see them. The reason I started off my own questioning the way I 
did as to how these things are defined is because I frankly find the 
numbers, no matter how closely classified, designed as much to conceal 
as they are to reveal — not out of bad motivation, but just because 
nobody really knows what is included in and what is included out. 

You can include all kinds of things in, and you can include all 
kinds of things out. We have some numbers. They are available for 
all the members of the committee. 

Mr. Lynn. Mr. Chairman, I don’t know what level of figures you 
have been given. 

Chairman Pike. Since you have the security clearances, I will send 
it down to you. 

Mr. Lynn. Are you sure you do not want to check first ? 

Chairman Pike. I presume that a person of your stature in the 
President’s establishment would breeze through a security clearance 
rather easily. 

Mr. Lynn. Thank you. Mr. Chairman. 

Mr. Chairman, what I would have to say is I am sure you can get 
much more detail than that 

Chairman Pike. You are not only sure we can get much more 
detail 

Mr. Lynn. We have more detail than that. Mr. Colby has even 
more detail than that and I would suggest under the appropriate 
arrangements of the session that you can get into quite a bit of depth. 

Chairman Pike. We are going to get into depth and let there be 
no question about that. 
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My point is not whether wo can get more detail than that. My point 
is that those particular numbers do not include huge chunks of dollars 
which are used in gathering intelligence. That is my only point. 

Mr. Lyxx. If you have that feeling, Mr. Chairman, again I think 
in closed session, primarily with Mr. Colby, where we can be of 
assistance, of course, we would be happy to help. 

Chairman Pike. We will go into that in executive session. I would 
certainly not expect you to go into this in open session. 

Mr. Kastcn. 

Mr. Kastkx. Thank you, Mr. Chairman. 

Mr. Lvnn, what happens to intelligence agency funds that are left 
over at the end of the fiscal year? Are they returned to the Treasury? 

Mr. Lyxx. Mr. Kastcn, respectfully, I think that we ought to leave 
that for closed session if we might. 

As I sayj we are perfectly willing to testify on that and I know 
that Mr. Colby is. but I think we should do that in closed session. 

Mr. Kastex. Would it be possible for a given agency to retain 
unexpended funds and to develop an ongoing slush fund that could 
be used and the expenditures from that slush fund, if this were pos- 
sible. would net be reflected in the budget statement of that agency ? 

Mr. Lyxx. I think my answer should be the same. 

Mr. Kastex. Would it be possible for an agency to develop a fund 
like this and that fund would not be recycled through an appropriate 
process? 

Mr. Lyxx. Mr. Ivasten, again I will, in closed session with Mr. 
Colby, be more than willing to get into the whole area of how funds 
come in, how funds go out, what our role is, what the possibilities are 
for abuse, if any, and so on, but I don’t believe in public session I 
should do so. 

Mr. Kastex. The Rockefeller Commission Report on pages 74 and 
75 states the following: “Although the Director [of the CIA] has 
statutory authority to spend reserve funds without consulting OMB, 
administrative practice requires that he first obtain the approval of 
OMB and the chairmen of the Appropriations Subcommittees of the 
Congress.” 

“Administrative practice requires” is the phrase I am concentrating 
on. What does this really mean, in fact ? 

I think you can understand the question by — and I don’t want to 
use up the time 

Mr. Lyxx. I am trying to find where you were quoting from. 

Mr. Kastex. I haven’t- the document before me. “Although the 
Director [of the CIA] has statutory authority to spend reserve funds 
without consulting OMB, administrative practice requires that lie 
first obtain the approval of OMB and the Chairmen of the Appro- 
priations Subcommittees of the Congress.” 

What, in fact, does this mean ? The question is, does the CIA Direc- 
tor legally have to obtain congressional and/or OMB approval or 
does he receive such approval merely as a courtesy to the Congress? 

Mr. Ogilvie. I think the best way to describe* it is that it is an 
OMB-establislied requirement. The Director of CIA is not able to use 
such funds without the approval of the Office of Management and 
Budget. 
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Mr. Kastex. OMB lias established this requirement. Does the CIA 
Director legally have to obtain congressional and/or OMB approval 
to spend such funds or does he seek such approval merely as a courtesy 
to OMB and the Congress? 

In other words, if the Director of the CIA chose not to seek such 
approval, would he be in violation of the law ? 

Air. Ogilvie. I don’t honestly know whether there is a statute 
prohibiting the Director of CIA from doing that. I do know he would 
not in fact do it without our approval. 

Air. Lynx. I think, Air. Ivasten, we have many rules at OAIB, quite 
apart from the intelligence community, that go back to our basic 
function, our basic operation, and the operation is defined very gen- 
erally in the law dating back to 1920 and 1921, and when we do put 
out a rule or establish a practice, agencies and departments are sup- 
posed to follow it. 

Now, I suppose if some person in any agency chose to contest that 
rule, we would end up, the both of us, with the President of the United 
States as to whether the rule were appropriate. That would be true 
in the intelligence community or another department or agency. 

Air. Kastex. On another subject, it is my understanding — and this 
is coing back to a question of the gentleman from California, Air. 
Heliums — that basicaly five individuals at OAIB do day to day work 
on the foreign intelligence budget. 

Air. Lynx. Six. 

Air. Ivastex. One supervisor and five people who are doing the 
work is the way I interpreted that six. 

Air. Lyxx. I would hate to say our supervisor doesn’t do any work. 

Air. Kasten. Is one of these people a Air. Emory Donaldson who 
spent 20 years at the CIA and came to OAIB directly from CIA in 
19<>9 ? 

Air. Ogilvie. He works for us. 

Air. Kasten. Did one William Alitchell spend 10 years with CLA. 
before coming directly to OAIB from CIA in 1963 ? 

Air. Ogilvie. That is correct. 

Air. Ivastex. Is the Director of the group of five people a Air. Arnold 
Donahue who spent 5 years with CIA before coming to OAIB directly 
from CIA in 1967? 

Air. Ogilvie. That is correct. 

Air. Ivastex. That is three out of five directly from the CIA. Am I 
correct that their counterpart at the CIA, Air. Taylor, who is the 
Deputy Comptroller of the CIA, is a former CIA budget examiner for 
you. for OMB? 

Air. Ogilvie. I can’t answer the question about Air. Taylor because 
I don’t know Air. Taylor, but I can tell you it is three out of six in- 
stead of three out of five. 

Chairman Pike. The time of the gentleman has expired. He has 
used it very well but his time has expired. 

Mr. Lyxx. Incidentally, Air. Ivasten, we would be very pleased to 
put the biographical sketches of all six of the people in the record. 

There has been no secret about the past experience of these people. 
We consider them knowledgeable. 

[The biographical sketches referred to are printed on pages 529 to 
535 of the appendix.] 
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Mr. Kasten. "When we come around again I will try to get back at 
the question. 

Chairman Pike. Mr. Aspin. 

Mr. Asrix. Thank you, Mr. Chairman. 

To follow up a little bit about the OMB’s oversight of the CIA, 
you say you have six people working on this budget. Without saying 
the amount of money in the budget, if that same amount of money were 
in a civilian function, how many people would you have working on it ? 

Mr. Lynx. More or less. The Social Security Division has one budget 
examiner and you know how much money is in the Social Security 
Division. 

Mr. Asrix. That is a slightly different kind of a problem. 

Mr. Lynx. My point is — the size of the budget has no direct corre- 
lation to numbers of people. 

Mr. AsriN. You would say if it were a comparable kind of thing, a 
domestic operation, you would only have six people working on it ? 

Mr. Lynn. Absolutely, sir. Incidentally, Mr. Aspin, one of the big 
surprises to me when I moved from HUD to OMB was how few people 
they have overall. Coming from a large department, when somebody 
told me the total number of budget examiners in the whole OMB. 150 
for the whole Government, I was flabbergasted. They do a lot of work 
for that number of people. 

Mr. Asrix. Perhaps I should ask Mr. Ogilvic : has the OMB ever 
canceled a CIA project? 

Mr. Lynn. I would answer that one, Mr. Aspin. 

OMB, in and of itself, has no authority to do a thing. 

Mr. Aspin. But they can approve or disapprove. 

Has OMB ever disapproved a project of the CIA or of any of the 
intelligence agencies ? 

Mr. Lynn. OMB has never disapproved, to my knowledge, except 
in a couple of very limited things where we have operational author- 
ity, like reclamation projects, public buildings, advisory committee 
accounts, anything. We can disagree with an agency, but when we do 
it escalates to a higher level. We have no authority of our own to dis- 
approve anything. 

Mr. Aspin. Have you recommended the disapproval? Has OMB 
ever recommended the disapproval of an entire CIA project? 

Mr. Ogiiaie. Yes. 

Mr. Lynn. The answer is yes and from my own reading in this 
area there have been a number of disagreements. I would say. look- 
in" at them, it looked more or less like the same kind of gh'e and 
take that I had at HUD. 

Mr. Aspin. I only have 5 minutes. 

Mr. Lynn. I am sorry. 

Mr. Aspin. Ultimately were those recommendations of the OMB to 
cancel the program, were they upheld, or did the project go ahead? 

Mr. Lynn. Like every other agency, you win some, you lose some. 

Mr. Aspin. So there were some projects that the OMB recom- 
mended be canceled and the President or higher authority upheld 
the OMB and canceled the project. Is that a true statement? 

Mr. Lynn. Ordered OMB to what? 

Mr. Aspin. Ordered that the project be canceled. 
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Mr. Lynn. Yes, on our recommendation. 

Mr. Aspin. Does OMB get the budget — for example, the NS A 
budget and the DIA budget, do those come directly from those agen- 
cies to OMB or do they come through Mr. Colby ? Do you deal with 
Mr. Colby on the NS A and DIA budget or do you deal with the 
Department of Defense? 

Mr. Ogilvie. The formal official submissions from any agency in- 
corporating any intelligence community funds come from the agen- 
cies involved. 

Mr. Aspin. And they are not from Mr. Colby then ? 

Mr. Ogilvie. That is right. 

Mr. Aspin. When you deal with the NSA budget or the DIA budget 
or the services budget, you are dealing with the Department of De- 
fense, or the heads of those particular agencies, not Mr. Colby. 

Mr. Lynn. Mr. Colby performs a coordinating review role so there- 
fore his responsibility to make recommendations cuts across not just 
his own agency but the others. 

Mr. Aspin. From where do you get the budget? Do you get it from 
Mr. Colby ? Does he centralize the budget before sending it to you ? 

Mr. Ogilvie. Let me see, Mr. Aspin, if I can make a distinction 
because I think it is an important question you are asking and an 
important distinction to be made. The normal budget submissions 
themselves come from the agencies themselves, but the Director of 
Central Intelligence, Mr. Colby, provides a comprehensive, all-inclu- 
sive set of recommendations and budget figures to the President 
through the Office of Management and Budget. 

Mr. Aspin. But it is not the way the Secretary of Defense would 
forward the defense budget, in other words? Colby does not forward 
the intelligence budget the way Schlesinger would forward the defense 
budget. It is a separate way of treating it. 

Mr. Ogilvie. He submits to the President through OMB his rec- 
ommendations on the comprehensive intelligence budget. 

Chairman Pike. The time of the gentleman from Wisconsin has 
expired. 

Mr. Milford. 

Mr. Milford. Thank you, Mr. Chairman. 

Mr. Lynn, in order for us to gain a proper understanding of the 
intelligence community, we need first to identify that community, the 
various elements and its overall organizational structure. In that 
regard, sir, would you please prepare for us a chart and an asso- 
ciated summary that will depict and describe the entire intelligence 

community? , . . , , . , 

This should include an organizational chart depicting the chain of 
responsibility or command, including names and titles of key people, 
and all advisory or coordinating boards and commissions, including 
names and titles of members. . . 

This should be prepared for each of the various intelligence agen- 
cies and departments, and then fixed with flow lines or descriptive 
language showing interagency coordination and control. 

I realize, sir, such a document may be classified and .1 therefore ask 
that you submit the material in accordance with the usual manner of 
handling classified material. 

68 - 920—76 6 
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Mr. Lynn*. We will be happy to work with Mr. Colby on that and 
the other agencies. 

[The requested charts were subsequently submitted by the CIA 
and are printed in the appendixes of these hearings.] 

Mr. Milford. I think the vast majority of Americans understand 
the need for secrecy in conducting intelligence activities and the need 
to severely limit access to all intelligence-related information. How- 
ever. it would also be reasonable, I believe, for the average American 
to insist that his intelligence dollar be spent wisely. 

I think he would rest a bit easier if he knew that your office or some 
office was acting as a check factor to be sure that highly secretive 
intelligence agencies are not wasting or improperly using funds. 

So far this committee has been told by the Comptroller General 
that he has made neither significant audits nor has real knowledge 
about how intelligence funds were spent. 

In that regard, do you regularly monitor funds spent by such agen- 
cies as CIA and FBI, particularly those funds that the director may 
spend simply upon his certificate ? 

Mr. Lynx. As I mentioned, Mr. Milford, in the first 12 pages of my 
testimony, we do not perform an audit function in the sense of seeing 
whether money that was allocated in the budget was used — actually 
went to this particular person or that particular person and whether 
the money was actually transferred. That is an audit function. The 
audit function is not performed by OMB of any agency or depart- 
ment. That is done essentially by the departments, each of which has 
an inspector General, or an administrative staff that does that. 

GAO also performs that kind of audit function but OMB does not 
for any agency or department. We prepare budgets. We see the budget 
execution, but the auditing as to whether the funds were actually used 
in that building, if it is HUD or to that contractor, if it is HUD, is 
something that is done by the internal auditing staff of each depart- 
ment and checked on a sampling basis, upon request of Congress or on 
their own initiative by the GAO. 

Mr. Milford. I wasn’t referring to it in an audit sense, but what I 
am wondering here is whether we just hand a big lump of money to 

these people? . . 

Mr. Lyxn. No, sir. During the spring reviews, for example, we 
were identifying questions and although the nature of the subject, 
matter was different, they weren’t any different than the kinds of 
questions — when it came to the money — that I would ask on an\ 
other program. You wanted to keep it down to the absolute minimum 
from a standpoint of budget and you don't want to spend any more 

than you have to. . ... 

I particularly, having been in a domestic program, would like to 
see as much money as wo can have for the domestic programs of the 

United States. ■■ 

Xow. does that mean that we will catch every bit of waste that there 

mi'ditbein a CIA budget? , 

The answer to that is no. but vou don t catch it either in any othei 
department agenov. All vou can do is keep plugging away at it and 
keep trying to uncover places where you can save some money and that 
is what we try to do. 
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Mr. Milford. In that sense would the same procedures help to fer- 
ret out any potential duplication that might occur within the various 
intelligence agencies? 

Mr. Lynx. Yes, sir. I think the procedure where these budgets are 
all brought together from the various agencies, where we answered' 
Mr. Aspin’s question, lend themselves to identifying at least the ques- 
tions of overlap and lack of coordination. That again doesn’t mean 
we will catch them all, but if you see some items that look the same, 
you ask, are they the same? Is there any justification for having them 
the same, Are you handling a different piece of it from somebody else, 
and it is one part of the procedures to do that. 

Now Mr. Colby also, in his DCI role, has a responsibility for look- 
ing for that sort of thing too, as docs, in its over-review function, 
the NSC. 

Mr. Milford. To your knowledge, within the administration, is there 
any sort of internal audit made of these various intelligence agencies ? 

Mr. Lynn. How are you using audit this time, sir? 

Mr. Milford. Audit as a CPA would audit. 

Mr. Lynn. We do not do that kind of audit, but Mr. Colby, for ex- 
ample, within his agency and the other agencies of the Government, 
each have independent auditing staffs to perform that kind of work. 
We do not in OMB do that for any agency, and, so far as I am aware, 
these are the only kinds of audits done are by agencies and depart- 
ments themselves supplemented to some extent by GAO. 

Mr. Milford. Thank you, Mr. Chairman. 

Chairman Pike. Mr. Johnson. 

Mr. Johnson. Thank you, Mr. Chairman. 

Mr. Lynn, it has been established that any expenditure under the 
contingency reserve fund comes as a request from the Director of the 
Central Intelligence Agency' and then receives the approval of the 
OMB, so that we are not dealing in a sensitive area there. 

Mr. Lynn. Who has testified 

Mr. Johnson. You submitted it a little while ago and Mr. Ogilvie 
said that the OMB approved this through their regulations or through 
the law. Ho didn’t know what the origination of it was, but they did 
approve the requests. They had to give their endorsement or approval 
of these requests for expenditures from the contingency reserve fund. 

Mr. Ooilvie. There are certain sums of money that require these 
procedures and I think that that will make your point ana we could 
probably leave it that way for the record without going into much 
more detail on locations and so forth. 

Mr. Johnson. I thought that was clearly established under this 
dialog that you two had. 

The law requires that any covert activities have to be authorized 
by the National Security Council directly as to the CIA. 

My question to you is, if you have a covert activity and they want 
to spend money out of the contingency reserve funa, do you, in the 
process of giving your approval, check the National Security Council 
directives? 

Mr. Ooilvie. Yes, sir. 

Mr. Johnson. You do check them? 

Mr. Ogilvie. Yes, sir. 
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Mr. Johnson. Do you then check to see that the Security Council 
directive is being followed by the CIA in the expenditure of these 
funds? 

Mr. Ogilvie. We follow that type of activity in the same way we 
would follow any other type of intelligence activity. 

Mr. Lynn. Again, Sir. Johnson, we shall make a distinction between 
a general overview of expenditures and an audit. We don’t audit 
money. 

Sir. Johnson. I understand, but you have some idea as to what they 
are doing, what they are ordered to do and for what they are going 
to spend the money ? 

Sir. Lynn. That is correct, and then in the next year’s budget, for 
example, or at the next review meeting, questions will be asked as to 
what is going on in that regard. Has this been carried out or hasn't 
it, and in the next budget cycle the figures will be shown with a de- 
scription of what was the activity. 

Sir. Johnson. So this is not a pro forma kind of endorsement then ? 

Sir. Ooilvie. No, sir. We review those types of requests in every bit 
as much detail as we do a normal budget request. 

Sir. Johnson. Do you have National Security Council directives, if 
there were any, since 1973, that would request the CIA to engage in 
these kinds of covert activities which you then had to approve? Do 
you have those in your file ? 

Sir. Ogilvie. I can only speak for the last 11 months and I know 
we have seen copies of all the documents to which you refer for this 
period. Sly suspicion would be that we have seen all of the documents 
that you have referred to, but I have not personally seen them because 
they were beforo my time. 

[Mr. Ogilvie subsequently amended his response ns follows: “I 
can only speak for the last 11 months and I know we have seen copies 
of all the documents to which you refer for this period. My suspicion 
would be that we have seen all of the documents that you have 
referred to, but I have not personally seen them because they were 
before my time.”] 

Mr. Johnson. Mr. Chairman, I wonder if it would be possible for 
the committee to see those Security Council directives since 1970 or 
1973? 

Chairman Pike. Let me say this: As far as the chairman is con- 
cerned, it would certainly be possible. I would be delighted. What do 
you think, Mr. Lynn? 

Mr. Lynn. I really don’t know, Mr. Chairman, one way or another 
at this point. , 

The lawyer in me raises a number of questions but that doesn’t mean 
the answer wouldn’t be yes. 

Chairman Pike. I can only assure the gentleman that we will try. 

Mr. Johnson. Who on the National Security Council staff writes 
these directives, that you know? 

Mr. Ogilvie. I don’t know the specific name of an individual. I would 
be surprised if one individual wrote them all. 

Mr. Johnson. There are some CIA employees on the National Se- 
curity Council staff, are there not? 

Mr. Ogilvie. That is my understanding. 
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[By letter of November 12, 1975, Mr. Ogilvie responded to 
Mr. Johnson’s request as follows:] 

OMB does not retain copies of “National Security Council directives” which 
request CIA to engage in covert action activities. New covert action projects 
which require supplemental funding through an OMB-approved release from 
CIA’s contingency fund are reviewed at the time funds arc needed. In these 
cases, OMB staff conducts a hearing with appropriate CIA officials, including 
representatives of the CIA Comptroller’s office and the appropriate program 
manager, to review the program and financial aspects of the project. In addition, 
National Security Council papers are reviewed in NSC staff offices to determine 
that the project has appropriate approval. Such review has included, since Jan- 
uary 1975, confirmation that each such project has been certified by the President 
under Section 662 of the Foreign Assistance Act. OMB staff findings and recom- 
mendations are then submitted for consideration to the appropriate OMB official 
responsible for apportioning agency funds. For ongoing CIA projects, planned 
expenditures are reviewed at the time of the annual budget submission, and 
covert action projects are examined in the same detail as the planned expenditures 
„ for other activities included in the submission. 

Mr. Johnson. So we do have a situation where you can’t get a 
covert activity authorized without coming from the National Security 
Council. The staff is made up of CIA employees who then make the 
request to the CIA, who then makes the request for approval to OMB, 
who have three of the six individuals who also have been affiliated with 
the CIA. We have that kind of a roundrobin situation in existence, 
don’t we? 

Mr. Ogilvie. I think that may be overstating the case a little bit. As 
far as I know, there is onlv one employee detailed from the CIA in the 
National Security Council, but that is a subject that you probably 
ought to ask of the National Security Council because I don’t know 
that much about their personnel situation. 

Mr. Johnson. The CIA funds are not subject to authorization, is 
that correct? Specific authorization by the Congress? Is that the way 
they identify it, they say they are not subject to authorization? 

Mr. Ogilvie. That is correct. 

[Mr. Ogilvie subsequently amended his response as follows: “It is 
correct that CIA funds are not subject to annual authorization; 
however, Congress enacted an authorization for CIA’s activities in 
the CIA Act of 1949.”] 

Mr. Lynn. I think that is provided by statute, Mr. Johnson. 

Mr. Johnson. Are there other funds used in foreign intelligence 
programs also not subject to authorization? 

Mr. Ogilvie. I don’t know the answer to that ; I could check that. 

[By letter of November 12, 1975, Mr. Ogilvie responded to 
Mr. Johnson’s request as follows:] 

To my knowledge, there are no funds used for foreign intelligence programs 
which are not subject to authorization. To clarify my response to questions at 
the August 1 hearing, I would note that all CIA funds, of course, are authorized 
by the CIA Act of 1949, even though there is no specific annual authorization 
for CIA which is identified publicly. 

Mr. Johnson. Does CIA handle other intelligence activity funds 
beyond what its own budgeted amount might be ? 

Mr. Ogilvie. As you know, Mr. Johnson, the CIA receives funds 
under two acts of the Congress : The CIA Act of 1949, and the Econ- 
omy Act, which is applied to all Government agencies and depart- 
ments. The CIA, like any agency and department, can receive funds 
under the Economy Act as well. 
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Chairman Pike. Mr. Hayes 

Mr. Hates. Mr. Lynn, does OMB have in its custody any documents 
or the results of any studies, for example of the CIA budget which have 
been made to determine whether or not spending programs are waste- 
ful and to which the OMB has directed a judgment that they should be 
eliminated ? 

Mr. Lynn. I am confident there must be such memoranda. There are 
in OMB for every department and agency that I am aware of. 

Mr. Hayes. Are you describing to the committee one particular such 
document or file which is part of a study, or a complete study where 
OMB has determined that the spending program was wasteful and 
therefore ought to be eliminated ? 

Mr. Lynn. In closed session we would be happy to give you exam- 
ples of all of this, but I don't believe that we can in open session. 

Mr. Hayes. Can you describe to what extent, if any, you would have 
records where the White House itself limited the access of OMB exam- 
iners to the Central Intelligence Agency or to any intelligence agency ? 

Mr. Lynn. I have only been in OMB 5 months but I am certainly not 
aware of any such instances. 

Mr. Hayes. I didn’t ask about the instances. I asked whether or not 
there are records in the Office of Management and Budget which would 
describe such a limitation? 

Mr. Lynn. Since I don’t know of any such activities, I don't know 
if there are any records. 

Mr. Hayes. Your answer is you do not know ? 

Mr. Lynn. I certainly don’t. 

Mr. Hayes. Does anybody else with you know ? 

Mr. Ogilvie. I do not know either. 

Mr. O’Neill. No. 

Mr. Hayes. If such records existed, who would know at the Office of 
Management and Budget ? 

Mr. Lynn. Proving a negative is always very difficult, Mr. Hayes. 
I suppose what you would have to do is go through — if we were to 
try to do that. 

Mr. Hayes. You understand? 

Mr. Lynn. I certainly do. I certainly do. What we would have to do 
would be to go to people who are in authority and keeping records and 
say, “What files possibly would you look to to find something that you 
don’t know is there” and that is done many times. 

Mr. Hayes. Then the Office of Management and Budget would never 
make a record if the White House overrode or interfered with any 
of this particular function ? 

Mr. Lynn. I didn’t mean that at all, Mr. Hayes. 

Mr. Hayes. I didn’t ask what you meant. Do you mind answering 
that question ? Do you maintain any records of that ? 

Mr. Lynn. What I am saying here is none of the throe of us arc aware 
of any such activity so how can we answer the question whether there 
are any records of it ? . 

Mr.’ Hayes. Let me put it this way then: Do you know of any in- 
stances where an intelligence agency has appealed a particular deci- 
sion of the Office of Management and Budget in regard to a particular 
examination or in regard to one of its functions? 
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Mr. Lynn. Sure. 

Mr. Hayes. And do you maintain records ? 

Mr. Lynn. Oh, absolutely. 

Mr. Hayes. And those are available and can be provided to us? 

Mr. Lynn. Yes. We have files with regard to various kinds of actions 
where we have had disagreement with an agency and it goes to the 
President. 

Mr. Ogilvie. If I might clarify that to be sure we have it clear for 
the record, I think Mr. Lynn is referring to programmatic or budget- 
ary issues where we have a difference of opinion. 

Mr. Lynn. Right. 

Mr. Ogilvie. I sensed that maybe your question was whether or not 
if we wanted to examine a particular aspect of the intelligence com- 
munity and that fact, or that request was appealed to the President, 
would we or would we not have a record and Mr. Lynn and I and Mr. 
O’Neill were speaking, I thought, to the second question which says 
that we know of no such activity and therefore we have no record. They 
do frequently appeal our recommendations on budgetary action. 

Mr. Lynn. That is what I meant, Mr. Hayes. 

Mr. Hayes. I know what you meant. 

The fact that the CIA operates by concealing its activities, and cer- 
tainly must therefore operate to conceal its funds, surpluses of funds 
and so forth, are facts that are well known. 

Is it a matter of practice that OMB does not attempt to inform itself 
of those concealment techniques and general practices within, for exam- 
ple, the CIA? 

Mr. Lynn. I am not quite certain I understand the question, Mr. 
Hayes. Concealment techniques from whom? I mean concealment tech- 
niques in their various activities they perform ? 

Mr. Hayes. Yes, sir. 

Mr. LynNv I don’t believe we get into that kind of a matter at all. 
Maybe I am wrong, but I don’t think so. As to how they go about pro- 
tecting their sources and so on, as a newsman would say f 

Mr. Hayes. That is correct. 

Mr. Lynn. I don’t believe we do generally. 

Mr. Ogilvie. I am having a little trouble, Mr. Hayes, figuring out 
some specific examples. We do get into sources and methods and types 
of procedures that the intelligence communities use, but I am afraid I 
don’t understand your question either. 

Mr. Hayes. Would the Office of Management and Budget at the 
time make an evaluation as to whether or not a particular use of 
funds needed to be concealed, or did not need to be concealed, by an 
intelligence agency itself in order to perceive what was being done 
with the money or perceive how much of it was there even ? 

Mr. Ogilvie. In order to make that public knowledge as opposed 
to 

Mr. Hayes. No ; within your own Office of Management and Budget. 

Mr. Ogilvie. What you suggest we would do would be to move it 
from a clandestine 

Mr. Hayes. I simply asked whether or not you challenge at nnv 
point the method of concealing activities or the uses of funds within 
intelligence organizations? 
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Mr. Ogilvie. I think the answer to that is no. 

Chairman Pike. The time of the gentleman has expired. 

Mr. Lehman. 

Mr. Lehman. Thank you, Mr. Chairman. 

I’d like to go back a moment to your statement about your four 
major phases of the budget process and the two that you are basically 
responsible for, the formulation and the execution. 

You have a great deal of detail more or less in the formulation but 
not much of a statement about the execution. The formulation is this: 
You make up the budget and it comes out as a single line item, is that 
not true? The CIA budget? Is not the CIA budget a single line item? 

Mr. Ltnn. It isn’t in the Presidential budget as a presentation at 
all. . . 

I say in my statement, in the process I believe it is one figure. 

Mr. Lehman. The CIA budget is one figure when it comes out m 
the President’s budget presentation ? 

Mr. Ogilvie. Funds for the CIA are contained in larger appropria- 
tion categories contained in the President’s budget. 

Mr. Lynn. We are really sorry, Mr. Lehman, because we are really 
not in any way trying to avoid answers, but every time we get a 
question we have to say to ourselves, “What is classified and what 
isn’t” and we are doing our best to answer questions but not violate the 


Mr. Lehman. I am trying to determine how you perform budget 
execution and in this respect how can you perform budget execution 
without an auditing process and how do you do an auditing process 
when you depend on the CIA itself with an internal audit to know 
whether the budget, as you prepared it, is properly executed. 

Mr. Lynn. Let me try generally. . , . . „ , • 

First of all, there are review sessions throughout the year and in 
those review sessions there is an opportunity to ask questions and find 
out what has happened since the budget and the appropriation 


P ”erond. the ultimate time is when you come back again, there is 
a laying out of what has been done, again from a budgetary stand 
point, in detail, with many numbers — - 

P Mr. Lehman. May I interrupt you, Mr. Lynn? My time is prettv 

^ Those numbers you get are all coming back to to from OJA 
For instance, in any of the transfers of funds within the CIA, any 
of the reassignment of funds, or the reprograming of funds, during 
that neriod of time, have you ever been in conflict with the redistribu- 
tion or'the repregraming of funds during this particular fiscal year 

in S'vo« dSp^"u What kind of money are we talking about ? 
If you did disapprove of the reprograming or the reassignment, what 
would vou do about it? 

Mr. Lynn. If we disagreed with it? — 

Mr. r"”“wc would tell them. Second, if they were not able to 
explain it to our satisfaction, and we continued to disagree, we would 
take it to a higher level. 
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Mr. Lehman. Have you done that so far? 

Mr. Lynn. I don’t know, sir. As I say, I haven’t been there very 
long. Have there been occasions of that? 

Mr. Ogilvie. I can’t think of any. 

Mr. Lehman. Have you been in conflict with CIA in any reassign- 
ment of funds or any reallocation of funds within the CIA budget in 
your so-called budget execution effort ? 

Mr. Ogilvie. Mr. Lehman, I can only speak for the year I have been 
in this position. There have been no such occasions during the time that 
I have been at OMB. 

Mr. Lehman. So far you have — I don’t want to put the code name 
outj but so far, you more or less rubberstamp what CIA does or take 
their word for it ? 

If Mr. Staats can’t find out what is happening and there is no audit- 
ing process, I don’t think there are any teeth in your budget execution 
role. I don’t see what it is accomplishing. 

Mr. Ogilvie. Mr. Lehman, OMB, first of all, reviews very carefully 
what all the intelligence agencies, including the CIA, budget money 
for. We then receive periodic reports from each intelligence area, 
showing the expenditures of funds, which we also review very care- 
. fully, and we have periodic meetings with the appropriate financial 
people in each area of the intelligence community, during which time 
we review the activities they are engaging in. So we look at it very 
carefully, and we do follow quite closely the activities of the intelli- 
gence community to the same degree we do other areas of the Federal 
Government. 

Mr. Lehman. I know in the south Florida area there has been a 
great deal of intelligence activity, and I wondered if you were aware 
of that and whether it was in conformance with your budget execution 
duties. 

Thank you very much. 

Chairman Pike. Mr. Field. 

Mr. Field. Thank you, Mr. Chairman. I’d like to follow up on Mr. 
Lehman’s questions on this reprograming. I would like to try to make 
it a little simple because it is a fairly complex issue. 

As I understand the way the appropriations process works, an 
agency or department has line items, and they cannot shift money 
between line items without approval of Congress or OMB. 

The CIA is somewhat unique because they have one line item. Now, 
how do you check when they shift funds between the programs? They 
have come to Congress, we have appropriated funds on the basis of the 
programs they have laid out. When they want to shift funds now 
between, let’s say, covert action and analysis, do they report that to 
you? Do they have some understanding with you as to how that will 
be handled? 

Mr. Ogilvie. We are generally aware, Mr. Field, that they are not 
required to formally report it. 

Mr. Field. But do they do that as a matter of either understanding 
or some kind of practice ? 

Mr. Ogilvie. As a matter of practice, we are generally aware of 
changes in activities. 
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Mr. Field. Is there some level? Obviously, you don't go after every 
nickel, but is there some level of $10,000 or $500,000 below which they 
would not have to report this to you, or that they would not as a matter 
of practice report this to you ? 

Mr. Lynn. I don’t know that there is any specific rule of thumb that 
an OMB examiner is given in these programs or others that says “dis- 
regard expenditures of less than x thousand dollars or million dollars” 
or whatever it is. 

Mr. Field. It would seem appropriate if you were trying to exercise 
any kind of awareness of this, there would liave to be some level, prob- 
ably not too high, so that obviously if a major amount of funds were 
being shifted, you would know about it. ^ 

Mr. Lynn. Uv. Field, certainly the approach is to do the best job 
you can with the time you have on any agency or department, and you 
look, therefore, first at the big ticket items and look at them hard, 
and then you work down into the others. But something may just stand 
out to you. You may see something even though it is very small and 
say, “That looks absurd to us. Why are you doing that at all?” 

Mr. Field. Stopping right there, isn’t it a fact in the last few years 
the CIA has shifted literally millions of dollars in one case between 
programs, and OMB has not found out about it until after the fact? 

Mr. Ootlvie. Mr. Field, that may well have happened. It happens 
frequently in the Defense Department. 

Mr. Field. How can that happen? How can somebody shift millions 
of dollars? We don’t have any role now because Congress assumes the 
program was approved. It was sent forward, the money was to be spent 
in a certain area, let’s say some kind of reconnaissance or something, 
and now somebody over at CIA says, “No; I am going to take millions 
of dollars and put them over here.” The only reliable check we have 
is OMB, and this happens and you don’t know about it. What kind of a 
system do you have that could break down at that level? 

Mr. Lynn. First of all, you have made an implication that OMB is 
the only^ person in this loop that would be involved in oversight, and 
that isn t true. Certain kinds of activities that the intelligence com- 
munity might want to do have to go through a review process that may 
or may not involve us. 

Mr. Field. After the budget is approved, I believe OMB is the only 
agency or office that would have that kind of check and balance. 

Mr. Lynn. No ; I don’t believe that is so, Mr. Field, because depend- 
ing on what they 

Mr. Field. Could you identify the other office or persons? 

Mr. Lynn. What I am saying is, there is NSC review. Mr. Colbv, 
given what kind of action it is he wants to reprogram for, would 
have to go to them for approval of that direction. 

Mr. Ogilvie. There are procedures to do that. 

Mr. Field. We will ask them if they blew of this particular situation. 

Anvbody else who would have this kind of review besides NSC and 
•OMB? 

Mr. Lynn. I think the organizational matters of that kind, Mr.' 
Field, can be explored with us and others in closed session. 

Mr. Field. Mr. Lynn, how would you handle the approval of bribes 
or payments to informers? How do you know that that money is ac- 



tually going to an informer and is not, let’s say, going to somebody 
for a favor, or somebody’s friend ? 

Somebody says, “We are going to spend x million dollars this year 
on bribes and payments to informers. 

How do you know it is going to informers ? 

Air. Lynn. We don’t know and there is a statute that makes it 
clear 

Mr. Field. I think the first part of your answer answered the point. 

Mr. Lynn. The statute makes it clear many expenditures are made 
solely on the certificate of the Director. That was done, I think, with 
a balancing of the competing equities and goals that we have. 

Chairman Pike. Air. Lynn, the other day, in the absence of the Pres- 
ident, it was up to you to castigate the Congress when they overrode a 
veto pertaining to some legislation and you said this : “Today’s over- 
ride of the President’s veto of S. 66 indicates that Congress is not 
yet willing to share the President’s resolve to make the hard choices 
necessary to reform Federal programs and get us back to fiscal 
responsibility,” 

Well, that is a good speech. 

When Congress wants to choose between national priorities and the 
amount of money which is spent in area Y is concealed from 90 percent 
of the Alembers of Congress, how does Congress make the choice? 

Air. Lynn. We don’t conceal anything from the Congress, Air. 
Chairman. ” 

Chairman Pike. Oh ; come on. 

Air. Lynn. No ; we don’t. The Congress has put together its own pro- 
cedures for review of appropriations in this regard. 

Chairman Pike. Do you prepare the budget of the United States? 

Air. Lynn. Does OAIB prepare it for the President? 

Chairman Pike. Yes. 

Air. Lynn. Yes. 

Chairman Pike. You prepare the budget. Does the budget admit that 
we have a CIA? Is it in the budget? 

Air. Lynn. In the budget presentation ? 

Chairman Pike. Is it in the budget? 

Air. Lynn. No. We certainly admit it is in there somewhere. 

Chairman Pike. That’s real fine. 

Can Alembers of Congress find the NS A in the document you 
prepared? 

Air. Lynn. No ; it isn’t, sir, because 50 U.S.C. 

Chairman Pike. You don’t need to cite the statute to me. 

Air. Lynn. It is not to be put in the budget of the United States. 

Chairman Pike. I say to you Congress is not aware and not being 
aware they can’t make the choice. 

Air. Lynn. What I disagreed with was your word “conceal.” 

We are not concealing anything. This is in conformance with the law. 

Chairman Pike. When you can’t find it in the budget, but you tell us 
it is there, I submit that it is legitimate to characterize that as being 
concealed. 

Air. Lynn. Then it is concealed by a statute. 

Chairman Pike. All right. 

Air. Lynn. Not by us. 
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Chairman Pike. But it is concealed. 

Mr. Johnson went into the possible old school tie effects of the CIA 
relationship of some of your employees and I think maybe I am the 
only one for whom it might be appropriate to raise this particular 
issue. 

Mr. Ogilvie, in your shop — first of all, you went to Yale, is that 
correct? 

Mr. Ogilvie. That is correct. 

Mr. Lynn - . And Stanford. He went to the east coast and west. 

Chairman Pike. Do you also in your shop have a man named Stub- 
bing who studied at both Harvard and Princeton ? 

Mr. Ogilvie. Yes, sir. He works in the National Security Division. 

Chairman Pike. And a man named Donahue who studied at 
Princeton? 

Mr. Ogilvie. That is correct. 

Chairman Pike. And a man named Mitchell who not only studied 
at Princeton, but also taught at Princeton? 

Mr. Ogilvie. That is correct. 

Chairman Pike. And did the Director of Central Intelligence also 
go to Princeton ? 

Mr. Lynn. Oh my God. 

Chairman Pike. Mr. Lynn, if it will make you feel better, I went to 
Princeton, but I am simply pointing out to you that — Mr. Field went 
to Princeton, and there came a point at which time I said to Mr. Field, 
“Enough of this Ivy League personnel. Let’s get off it.” 

Don’t you think it is just possible that a staff which was somewhat 
more representative of America might help you in the operation of 
your machine? 

Mr. O’Neill. Mr. Chairman, I wonder if the Chair has my pedigree ? 

Chairman Pike. I don’t know whether we have or not. Yes, we have. 

Mr. O’Neill. I will be happv to give it for the record. I think you 
will note that I have not been whatever it is one gets when he is exposed 
to an Ivy League education. 

Chairman Pike. I think it is just great you know that you are there 
and did not get an Ivy League education. I really do, but for heaven’s 
sake 

Mr. Lynn. I went to a midwestern college and went to the Harvard 
Law School. 

Chairman Pike. There vou go. We are back to Harvard again. 

My point is that it is just conceivable that there is too much loan- 
ing in certain elements of your operation in favor of former CIA 
employees, former Ivy Leaguers, and I just wonder if this particular 
thought had ever crossed your mind ? 

Mr. Ogilvie. Mr. Pike, I wonder if I miglit at this point make a few 
comments because vou have nointed out the individuals who work in 
this business that have had Ivy League or former intelligence affilia- 
tion ; what we do in OMB. across the board, is to try to develop a 
balanced staff, and I stress the word “balanced” and I think with your 
permission. Mr. Chairman, I would like to tell you about the other 
balance of the other members of the staff that work on intelligence 

Chairman Pike. You may certainly put that in the record. 

Mr. Ogilvie. I would like to tell you a little bit about some of the 
other people. 
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Chairman Pike. You can put it in the record, but you are not going 
to do it on my time right now. 

[The information appears on pages 529 to 535 of the appendix.] 

Chairman Pike. The final question I want to ask, Mr. Ogilvie, is: 
You said you did in fact win a few, and the OMB did in fact have some 
programs disapproved by your recommendation by the President. 
What percentage of the budget of the intelligence community did those 
disapprovals represent ? 

Mr. Lynn. I think that could be handled — I think if we are going to 
get into this kind of thing, Mr. Chairman, we should explore this kind 
of an area in closed session. 

Chairman Pike. Even the percentage ? 

Mr. Lynn. Yes, because I think percentages are meaningless be- 
cause 

Chairman Pike. Percentages of nonexistent numbers I guarantee 
you are meaningless. 

Mr. Lynn. What I am saying to you is, issues to us can be very im- 
portant, whether they involve a large percentage or a small one. 

When I was Secretary of HUD, believe me, we went to OMB and 
got into some dispute with OMB on some very small ones and many 
times OMB would take me up there on some very large ones that I 
was convinced I -was going to win on because I was right, and I did. 

Chairman Pike. The committee will stand in recess until 1 :30 this 
afternoon. 

[Whereupon, at 11 :50 a.m., the committee was recessed, to reconvene 
at 1 :30 p.m., the same day.] 

afternoon session 

Chairman Pike. The committee will come to order. It is the inten- 
tion of the Chair, with the agreement of the members, to go through 
the list of members again, starting with Mr. McClory, in open session, 
and then if the majority of the members feel it advisable to do so, to 
go into executive session. 

Mr. McClory ? 

Mr. McClory. Thank you, Mr. Chairman. 

Following up on some of the questions of the chairman before the 
recess, is there any tacit agreement between any of the upper echelons 
of the OMB ? Do you have any special private agreements with respect 
to confidentiality that apply only to you and you guard the secrets 
among yourselves? 

Mr. Lynn. You mean upper echelons on an organization chart of 
OMB as opposed to lower echelons in OMB ? 

Mr. McClory. Well, yes. 

Mr. Lynn. Let me see, if I have it. Mr. McClory. 

[The organizational chart of OMB is printed in the appendix.] 

Mr. McClory. Reference was made to the Ivy League character- 
istics of some of the upper echelon in the OMB personnel. Is there any 
little clique among yourselves that applies? 

Mr. Lynn. No, sir; we look wherever we can for the best possible 
talent we can get, and that is the rule. 

Mr. McClory. Do you have any practice with regard to marking 
documents secret which apply solely within the OMB? 
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Mr. Lynn. I believe Mr. Ogilvie testified earlier ? where we generate 
documentation that we know is within classification limits, we then 
so mark those with that classification. 

Mr. McClory. And then those are limited, then, to OMB eyes; is 
that right? 

Mr. Lynn. No; those will be documented sometimes where we will 
be providing an analysis from our standpoint, the way we see it to the 
intelligence community agency. 

Mr. McClory. With respect to a large expenditure, for instance, the 
reference was made to the Glomar Explorer. Would it be possible, in 
vour opinion, to keep such a project secret and at the same time to 
have open competitive bids for the ship, for instance? 

Mr. Lynn. I just don’t know, Mr. McClory. As I said, I think if we 
are going to discuss particular projects, whether they existed or did 
not exist, or the like, we had better do that in closed session. 

I can see, just as a layman in the area, that if you had a large project 
of one kind or another, it might be extremely difficult to do it under a 
competitive bidding technique. 

Mr. McClory. For instance, as I understand, the Glomar Explorer 
project had something to do with raising a Soviet submarine and per- 
haps receiving the information that is on board there, the codes of the 
Soviet Union, the way the sophisticated armaments are manufactured 
and other secret information that would be solely in the hands o| the 
Soviets. 

Do you make any kind of value judgment as to the value of that 
kind of a project for the national security, the defense of our Nation? 

Mr. Lynn. Without specific reference to the matter you raised, let 
me just say that with any large project we look at it, as do other people, 
from the standpoint, is it worth it; is in duplicative of something else; 
is the expense worth the kind of information that you "would get. 

Now, we don’t have primary responsibility for determination of 
the priorities as to the kinds of intelligence that is collected, but we do 
look upon it as our duty in OMB to ask these questions, because we do 
have the job of trying to keep the expenses down wherever expense 
occurs in the Federal Government. 

Mr. McClory. In your statement you said that when there are sig- 
nificant changes, that the CIA makes some of these significant changes, 
and they make transfers, but these are not normally approved by you. 
Are they known by you ? 

Mr. Lynx. They become known in reports, as Mr. Ogilvie testified 
and also by way of the numerous meetings that occur between us and 
the various agencies, many of those meetings also involving in many 
cases other parties. 

Mr. McClory. Questions have been raised with respect to your lack 
of knowledge of what expenditures are made by CIA for certain pur- 
poses. Under the law you are required to approve expenditures or 
expenditures are entitled to be made on the basis of certificate, solely 
at the direction of the Director; is that correct? 

Mr. Lynn. Yes, sir; the statute specifically provides that the Direc- 
tor may act on certain types of expenditures solely by delivery of his 
certificate. In other words, the intention of the law is clear that no one 
is to look behind that certificate. 
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Mr. McClory. And you don’t feel you have any statutory authority 
to look behind it? 

Mr. Lynn. I think that is right, sir. 

Chairman Pike. Mr. Giaimo. 

Mr. Giaimo. Thank you very much. 

Mr. Lynn, would it be a correct inference from all of your testi- 
mony here today is that OMB is pretty knowledgeable about all the 
activities of the intelligence community? 

Mr. Lynn. That is a little broad. 

Mr. Giaimo. Then let’s narrow it down a little. Are you aware of 
their major intelligence activities? 

Mr. Lynn. I understand, sir. Certainly major from the standpoint 
of large expenditures of money on particular projects. 

Mr. Giaimo. Although we never did get a definition to the chair- 
man’s original question as to what are intelligence activities, does 
that apply to all intelligence activities which, I assume, include covert 
operations, clandestine operations, and the like? 

Mr. Lynn. Yes, sir. 

Mr. Giaimo. Can you give us some reassurances? Can you reassuro 
us — the committee and the American people — that there are no un- 
warranted expenditures pf money, illegal in nature, involved in the 
intelligence community budget which would deal, for example, with 
assassinations ? 

Mr. Lynn. We cannot give that assurance, sir. 

Mr. Giaimo. Can you assure us that at this very date no funds are 
being spent by. the intelligence community for covert monitoring, 
surveillance, or interceptions of communications of any kind of 
American citizens? 

Mr. Lynn. This line of inquiry, sir, gets me very close to closed 
session, but let me explain a little more. 

Mr. Giaimo. You say you know about the budget and what they 
are doing. 

Mr. Lynn. Let me give you a little explanation on the budget. 

Mr. Giaimo. Are they in any way doing what I enumerated? 

Mr. Lynn. Let me give an explanation on the budget. There is in 
every agency a large category or large categories for personnel. For 
example, and particularly in areas where there is no large project 
charge associated with some given matter, an agency can take upon 
itself to do things with its personnel that we would not know at the 
time they did it that they chose to do it. 

Mr. Giaimo: Let me rephrase the question. Do you kn,ow iLthero 
are any large-scaled expenditures of money in these areas, and can you 
assure us that there are not? 

Mr. Lynn. Of what kind, sir? 

Mr. Giaimo. Are there any large-scale expenditures of moneys used 
for covert activity in monitoring, surveilling or intercepting communi- 
cations of American citizens? 

Mr. Lynn. I really, Mr. Giaimo, with all respect, would prefer to 
go into this line of questioning in the closed session. 

Mr. Giaimo. I am sure you would prefer to. and what we are trying 
to do here is to maintain necessary secrecy, but part of this investi- 
gation and congressional activity is brought about because some of 
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us think there 1ms been too much secrecy in government insofar as 
the American people are concerned. There have been instances and 
admissions where mail was intercepted, for example. 

Did OMB know about those activities and the expenditures used 
to intercept those mails by the intelligence community ? 

Mr. Lynn. I do not know. 

Mr. Giaimo. Do you know whether your predecessors in OMB 
knew? 

Mr. Lynn. I would suggest, sir, you might call and ask them that. 
Mr. Giaimo. Then let’s get to the next question. Do you know if 
they are intercepting communications today? 

Mr. Lynn. I don’t know that they are, but I have certainly seen 

statements to the effect that activities that 

Mr. Giaimo. You wouldn’t want to assure me that they are not 
today, or that they are? You don’t know, I think, was your statement. 

Mr. Lynn. I think from our own processes I could not know of 
every activity they conduct. 

Mr. Giaimo. Then my next question is : What is the nature of your 
being aware of the budget of the intelligence community? Obviously 
you know its size, obviously you know the categories. 

Mr. Lynn. That is right. 

Mr. Giaimo. What do you know of the specific activities? 

Mr. Lynn. We know in a general way as to what their justifications 
are for those given activities. 

Mr. Giaimo. What do you mean in a general way ? 

Mr. Lynn. May I give you an example? 

Mr. Giaimo. Yes. 

Mr. Lynn. As is true with every department and agenev of the 
Government that has an R. & D. budget, for example, we will receive 
justification from that department which will include itemization of 
the major kinds of things they intend to do with the R. & D. budget. 
Now if they go out and take part of that money and do something 
with it that we don’t know of, we would not be aware of it. 

Mr. Gtatmo. I understand. Would you know of huge expenditures 
of money for operations of an unstated purpose, for example, surveil- 
lance by ships or by interceptions of communications of American 
citizens and the like? 

Mr. Lynn. Of American citizens? 

Mr. Giaimo. Interception of communications. I think it is very 
clear what I mean. 

Mr. Ooilvte. I think the short answer to the question is that we 
would be aware and are aware of all large projects conducted in the 
intelligence community. 

Mr. Gtaimo. Can you give us assurances that none are committed? 
Chairman Pike. The time of the gentleman has expired. 

Mr. Murfiiy. Could I give 2 minutes of my 5 minutes to Mr. Giaimo ? 

I am interested in this line of questioning. 

Chairman Pike. Is there objection ? Without objection. 

Mr. Giaimo. Can you give us assurances that there is no — and I 
use the exact words — covert monitoring, surveilling or interception of 
communications of any kind — mail, telephones, wire services or the 
like — of American ci tizens here or abroad ? 
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Mr. Lynx. No ; I don’t think we can do that, Mr. Giaimo, because 
the activities that are conducted by them are done in secrecy, and if 
someone within an agency should decide deliberately to try to do some- 
thing of this"kind outside of these figures, it is possible that they could 
do it. Let me add to that : I think you will never be able to do anything 
about that beyond the integrity of the people that work there. 

Mr. Giaimo. If it were to come to your attention that such activities 
were conducted, what would you do about it ? 

Mr. Lynn. That were known to me to be illegal ? 

Mr. Giaimo. Yes. 

Mr. Lynn. I would certainly bring it to their attention, and if I 
didn’t get satisfaction there, raise it higher. 

Mr. Giaimo. You would bring it to tne attention of the intelligence 
agency, that they are committing an illegal act? 

Mr. Lynn. Well, that is right ; I am talking about one that 

Mr. Giaimo. What do you mean by satisfaction? 

Mr. Lynn. Prospective, you are saying ? 

Mr. Giaimo. Yes, but you are made aware of an illegal act ; you bring 
it to the attention of the intelligence communities. Now I am sure you 
have read in the newspapers where certain peoples involved in crimi- 
nal action in the intelligence community had a working arrangement, 
allegedly, with the Department of Justice to take care of their own 
matters. 

Mr. Lynn. I have read in the CIA Commission Report that there 
was a working relation. As I read the report, I believe they recom- 
mended that something bo done about that. 

Mr. Giaimo. You are telling me that if you learned of an illegal act 
you would take it up with the intelligence agency ? 

Mr. Lynn. As the first step. - 

Mr. Giaimo. What else would you do ? 

Mr. Lynn. If I did not receive satisfaction there 

Mr. Giaimo. Before we go further, what do you mean by receive 
satisfaction ? 

Mr. Lynn. That it wouldn’t be done. I said prospectively. If it had 
already occurred, that could be a different matter. 

Chairman Pike. The time of the gentleman has expired. We do 
have a record vote on at the present time. I would suggest the com- 
mittee stand in recess until 2 o’clock. 

[Brief recess for the Members to vote.] 

Chairman Pike. The committee will come to order. 

Mr. Lynn, I apologize for this interruption. I can only predict it 
is going to happen several times before the day is over. 

Mr. Lynn. Mr. Chairman, I understand that completely. 

Chairman Pike. We will do the best we can. When we said 2 o’clock, 
we found there was going to be another vote in 5 minutes. 

Mr. Stanton may inquire. 

Mr. Stanton. Thank you, Mr. Chairman. 

Mr. Lynn, in your statement on page 17 regarding the reprogram- 
ing of funds in which you state that you believe that significant changes 
in the use of funds do* not occur without your knowledge. I don’t ques- 
tion the sincerity of that belief, but I wonder about its validity. Upon 

5S-920 — 75 7 
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what fact do you base that belief in view of prior statements you have 
made in terms of not being able to account for shifting of funds on 
previous questioning? 

Mr. Lynn. In the course of the year, as we have testified, there are 
numerous meetings; in other words, even when the budget process was 
over, we participate in numerous meetings in which we are given, with 
others, an update report of activities, and also, in addition to that, at 
the end of the period, again, we get a full report in connection with 
the next budget cycle. 

Mr. Stanton. Does that mean that you monitor, for example, the 
contingency reserve fund? 

Mr. Lynn. Without getting into specifics of one fund or another, 
there are funds, Mr. Stanton, where releases from them require OMB 
consent, as well as Appropriation Committee consent — not committee, 
excuse me, chairman consent. 

Mr. Stanton. What controls, if any, does OMB place on that fund ? 

Mr. Lynn. I think, Mr. Stanton, if we are going to get into the spe- 
cifics of a particular fund, we should do that in closed session. 

Mr. Stanton. Mr. Ogilvie, when you got out of school, just out of 
curiosity, what did you do after you got out of school? What was 
your career ? We got historical data on you, and Secretary Lynn said 
it explained everything, but yours seems to have some deficiency. You 
got out of college when ? 

Mr. Ogilvie. Yale University, 1965, 1 went to the Stanford Gradu- 
ate School of Business and graduated in 1967. In June of 1967, 1 joined 
the Office of Systems Analysis in the Department of Defense and 
worked with Secretary McNamara for 2i/ 2 years. I then left 

Mr. Stanton. Did that give you a determent when you joined the 
Department of Defense ? 

Mr. Ogilvie. I did have a deferment at that point ; yes, sir. 

Mr. Stanton. Thank you. 

No f urther questions. 

Chairman Pike. Mr. Treen. 

# Mr. Treen. Mr. Chairman, T think we have exhausted the generali- 
ties, and I am going to yield my time back so we can get to executive 
session. 

Mr. Dellums. Will you yield to me ? 

Chairman Pike. You are going to be recognized next. I know what 
you are trying to do. That is why I said you will be recognized next. 

Mr. Dellums is recognized. 

Mr. Dellums. Thank you, Mr. Chairman. I will not pursue the line 
of questions I raised with Mr. Lynn this morning, since Mr. ICasten 
has indicated the desire to continue, but I would say, Mr. Chairman, 
that I have a hunch that by the time we finish this investigation, what 
we may very well uncover is a pattern in the administrative and regu- 
latory agencies of either employees or former employees of the intelli- 
gence community handling the transactions of the CIA and other in- 
telligence agencies in those administrative and regulatory agencies 
which, in my estimation, raises some extraordinary questions with re- 
spect to the potential for abuse by building a quasi-closed society 
clearly minimizing accountability with a rather large network of closerl 
and parochial relationships. That is to say, if members of the intelli- 
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gence community are in administrative and regulatory agencies ostensi- 
bly for the purposes of maintaining the cover of the activities of those 
agencies, where is the civilian accountability ? I think my question with 
respect to half of the OMB staff being former members of the intelli- 
gence community, without in any way questioning the integrity of the 
three people before us, raises some serious issues with respect to civilian 
control and civilian accountability of massive networks of former 
agents or employers or employees in other agencies throughout the 
Government, who see to it that the transaction of the intelligence com- 
munity is in no way disrupted. 

I would like to now go to a few very specific questions. What was 
the extent of OMB’s preknowledge of the American involvement in 
Chile in 1973, Mr. Lynn ? 

Mr. Lynn. Mr. Dellums, as I said at the outset, we will be perfectly 
happy to testify in areas of our competence in closed session as to 
specific matters that do involve classified matters, but I have to respect- 
fully say that I don’t believe we should do that in general session. 

Mr. Dellums. I accept that. We will ask those questions in executive 
session. Let me go to the issue of proprietary wholly owned corpora- 
tions. Is fiscal assistance defined specifically in the CIA budget ? 

Mr. Lynn. I didn’t get the question. 

Mr. Dellums. Is fiscal assistance for proprietaries defined specifi- 
cally in the CIA budget? In other words, do you assist the CIA with 
respect 

Mr. Lynn. Do we assist the CIA ? 

Mr. Dellums. With respect to defining the fiscal matters of propri- 
etary corporations? Are they listed with the CIA budget? Do you 
assist them in the development of their budget accountability with 
respect to profits and what-have-you from proprietary corporations? 

Let me make it very simple : It is clear to me that the intelligence 
community has wholly owned proprietary corporations. Do you assist 
them in any way in the development, maintenance, transfer of funds,, 
development of resources, disposition of profits, expansion of those 
proprietary corporations? It is a straightforward question. 

Mr. Lynn. I think the most I can say in open session, Mr. Dellums, 
is that there are occasions when we will know* about a certain area, 
and that would fencl to be where it was of large magnitude. Beyond 
that, again, I think we omrht to pursue that in closed session, 

Mr. Dellums. Does OMB approve CIA proprietary decisions to ex- 
pand, invest assets, sell assets, or dissolve corporations or companies?" 

Mr. Lynn. What I would like to do, Mr. Dellums, if you have a 1 
whole series of questions on proprietaries, we will be more than happy 
to answer them, but I would appreciate doing it in closed session. Un- 
fortunately, the place we find ourselves is in a very gray area and line 
as to whether I am carrying out or not carrying out my responsibili- 
ties under these classification laws, and I want to tell you everything 
I can in open session. I want to tell you everything I can, period, in 
closed session, and I am not quite certain where that line is. 

Mr. Dellums. Thank you. Then I will raise the question so you can 
prepare the response. 

Are proprietary profits used for expansion of the proprietary? Ex- 
plain the procedure for divestiture of CIA proprietaries. Does OMB 
approve the transfer of funds from a proprietary to other proprietar- 
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ies or to the CIA? Does OMB approve transfer of funds among and 
between CIA proprietaries? Does OMB approve CIA proprietary de- 
cision to expand, invest their assets, to sell assets, or to dissolve? To 
what extent does OMB review and approve CIA proprietaries, their 
establishment, program activities and procedures, ana is fiscal assist- 
ance for proprietaries defined specifically in the CIA budget? 

I will cleeply appreciate it if I could get those specific responses with 
respect to your activity, with respect to the CIA or other intelligence 
communities* proprietary corporations. 

Mr. Lynx. Wo look forward to working with you, sir. 

Mr. Deux ms. Thank you very much. 

[The following information on budgetary procedures relating to 
CIA proprietaries and OMB involvement in those procedures is 
provided in response to Mr. Dellums’ questions:] 

0) business records of proprietaries are maintained on a ba«is consistent with 
standard accounting procedures to which any private business is subject; these are 
not directly relatable to traditional governmental practices; 

(2) for budgetary purposes, proprietaries are considered the same as regular 
commercial firms with which the agency has contracts for goods or services; 

(3) CIA attempts to operate its proprietaries on a break-even basis, with income 
offsetting costs; 

(4) funds used by the agency to capitalize proprietaries are in the regular CIA 
budget and are reviewed by OMB; 

(5) subsidies, justified on the basis of maintenance of necessary capabilities, 
and CIA contracts with proprietaries are also carried in the budget and arc re- 
viewed by OMB; 

((>) annual operating profits (orlops) are not reported to OMB; 

(7) in selected cases where significant funds have resulted from proprietary 
profits (net income) or from liquidation of proprietary assets, OMB has partici- 
pated in deliberations leading to the disposition of these funds. 

OMB's involvement in deliberations leading to the disposition of funds can be 
seen in two recent examples. In 1074, with the approval of the intelligence appro- 
priations subcommittees and OMB, a si>ecific amount of profits from one propri- 
etary was used to offset a part of the agency's requested appropriation. In 1975, 
the sizable proceeds from the sale of a proprietary were, after consultation with 
OMB, turned over to the Treasury as miscellaneous receipts. 

Chairman Pikf.. Mr. Murphy. 

Mr. Murphy. Thank you. Mr. Chairman. 

Mr. Lynn, keeping in mind Mr. Giaimo’s line of questioning, and 
your answers thereto, especially your response to his question about 
what you would do if you became aware of an illegal act or illegal 
activity. Your answer was that you would bring it to the attention 
of people higher than you 

Mr. Lynx. Could I amplify a little? 

Mr. Murphy. Yes. 

Mr. Lynn. First of all. I was referring to prospective acts, not 
occurred yet. 

Mr. Murimiy. T am also referring to prospective acts, because what 
has happened has transpired. 

Have-, you had occasion since your employment, you or Mr. Ogilvie, 
or the gentleman on your right, to bring to the attention of the Presi- 
dent of the United States any illegal activity or any illegal act? 

Mr. Lynn. For myself. I would say no ; I have not. 

Mr. Ooii.vik. No. 

Mr. O'Neim.. Nor have I. 
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Mr. Murphy. This committee is searching for ways to bring the 
intelligence agencies back to eye level with the people. I would ap- 
preciate if you would make available to this committee — and you may 
nave to do this in executive session — a list of recommendations that 
OMB, or Mr. Staats’ bureau, could do to keep a closer watch on 
intelligence activities and bring down their activity to a level where 
we in the Congress, at least, would be able to monitor their activities 
and their expenditures, where the money goes and how it goes. 

I would like your recommendations. If you were free under the 
Federal statutes to do so, what recommendations would you have to 
make? 

Mr. Lynn. Mr. Murphy, this will be done. The President is very 
concerned in this area; witness his appointment of the Commission 
to investigate it. He has given each of us in his Office a responsibility 
to work with those recommendations, as well as our own views, and 
put together our recommendations to him as to what ought to be done 
to improve this situation, and I think you will find it just a short 
period of time before the President’s recommendations will lie made 
and action will be taken and, of course, as part of that, changes in 
our area are being explored carefully. 

Mr. Murphy. I appreciate the President’s responsibility in this mat- 
ter, but I am speaking as a Member of Congress and our responsibility 
to our constituency. I don't want to get into the Rockefeller Commis- 
sion, but its job on the CIA and intelligence activities is not as en- 
compassing as the mandate the Congress has charged this committee 
with. 

Thank you, Mr. Chairman. 

[By letter of November 12, 1975, Mr. Ogilvie responded to Mr. 
Murphy’s request as follows :] 

As I reported to you in my letter of October 10, 1075, the OMB staff review 
concerning oversight in monitoring intelligence activities and expenditures is still 
underway. TVe will inform the Select Committee as to any decisions and activities 
that are taken. 

Mr. Dellums. Will you yield? 

Mr. Murphy. If I have any time left. 

Mr. Dellums. May I ask the Chair a question ? Is the committee 
in possession of the i973 Schlesinger OMB study ? 

Chairman Pike. The committee is not in possession of the 1971 
Schlesinger study. 

Mr. Dellums. 1971 study, 1973 report. 

Chairman Pike. The committee staff has been given access to it, has 
prepared a report on it, and that report is available to you. 

Mr. Dellums. Thank you. 

May I ask, Mr. Lynn, has OMB looked at duplication and waste 
in the intelligence community, and, if so, when, how, what were your 
conclusions, and what has been done to correct the situations that you 
pinpointed? 

Mr. Lynn. The answer to the first part of the question is yes, we 
do; the second part is constantly; the third part is 

Mr. Dellums. What were your conclusions? . 

Mr. Lynn. We have found waste ; we found inefficiencies as OMB 
does with other agencies and departments, and I think, as our earlier 
testimony indicated, we raise these issues with the intelligence com- 
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munity, the factor of it that is involved, try to get change, and we 
sometimes do, often do. There are times where there is honest dis- 
agreement as to whether it is truly waste and where there is such a 
disagreement, the matter gets escalated. 

Mr. Dellums. Do you think there is need for 11 or 12 different 
intelligence-gathering agencies — NASA and Defense Intelligence are 
in many ways gathering the same intelligence, operating in the areas — 
whether or not that is necessary? 

Mr. Lyxx. As a personal matter, Mr. Dellums. I have gotten into 
this for the first time in the spring reviews, and if I might. I would 
like a little more time to continue the work I have started before I 
have an answer to that, but I certainly think that is an area to be 
looked at. but 1 don't know where I come out on it at the moment. 

Chairman Pike. The time of the gentleman has expired. Mr. 
Ivasten? 

Mr. IC asten*. I want to go back to a couple of questions you weren’t 
able to complete before. We established that three out of the six people 
that we were working with in OMB came from the CIA. I want to 
just clarify the points that Mr. Driggs, who is working m your anal- 
ysis of N$A and a number of others in the military. Is it true that 
he, from 1969 to 1972, was working in the military intelligence agency 
and that he came directly from the military intelligence to OMB? 

Mr. Ogilvie. Mr. Kasten, he was a member of the U.S. Army, and, 
at that time, worked in the intelligence area. He was in the Army. 

Mr. ICastex. Thank you. On the other side of the coin, am I cor- 
rect that this person’s counterpart at the CIA, particularly Mr. James 
Taylor, who is Deputy Controller of the CIA, is a former CIA budget 
examiner for OMB? 

Mr. Ooilvie. I just don’t know the answer to that question. 

Mr. O’Neill. The answer to the question is yes. And before his CIA 
assignment, I might say, he was the OEO examiner. 

Mr. Kastex. lie came from 

Mr. O’Neill. I am making a point that I think really is counter 
to the point and the line that you seem to be trying to establish in 
the record, that people who work in this area only ever work in this 
area. 

Mr. ICastex. I am not trying to make a point that there is any 
problem here, but trying to get on the record some facts that I think 
may be important to analysis that may come up. 

Mr. Ogilvie, you were working for the systems analysis group up 
until December 1969. Is that correct? 

Mr. Ogilvie. I think December is the right month. 

Mr. ICastex. You were released when, from the military, or from 
that job. June 1970? 

Mr. Ogilvie. No, sir, I don't believe it was in June. I started in 
June of 1967, and I left a little over 2 years later, and I think it was 
November or December of 1969. 

Mr. ICastex. Was your last job in the military and your last job 
with the Defense Department in the systems analysis? Did you have 
a job other than the Southeast Asia job before you left, or was that 
your last job? . 

Mr. Ogilvie. That was the only area I worked in in the Defense 

Department. 
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Mr. Iyastex. And after that, you joined ICF, Ine., a Washinton- 
based firm ; is that correct? 

Mr. Ogilvie. That is correct. 

Mr. Kastex. I have done just a little bit of work, and we tried to 
see — ICF. Inc., or Inner City Fund, Inc. ; is that correct ? 

Mr. Ogii.vie. It was called that. 

Mr. Kastex. Neither are listed in Standard & Poors. Dun & Brad- 
street's Director)'. Dun and Bradstreet’s Middle Market, the. Consul- 
tants and Consulting Organizations’ directory, according to the 
Congressional Research Service, but it seems to me this must be the 
company that was formed February 2, 1970, Inner City F und, Inc., in- 
corporated in the State of Pennsylvania. Is that correct ? 

Mr. Ogilvie. I think that is the same one ; yes. sir. 

Mr. Iyastex. On November 11, 1973, Inner City Fund changed its 
name to ICF, Inc.; is that correct? 

Mr. Ogilvie. That is correct. 

Mr. ICastkx. Its purpose was listed as management and economic 
services to Government and businesses. 

Mr. Ogilvie. That is correct. 

Mr. ICartex. What is~the nature of this company? 

Mr. Ogilvie. It is basically what I would call a public policy con- 
sulting company. We do work for many agencies in the Federal Gov- 
ernment, a number of State and number of local governments, as well 
as some private corporations. The company, with which I am not af- 
filiated, has, I think, approximately 30 professional employees, and 
the bulk of their work is done in the energy business, the environ- 
mental buiness, a lot of work in health, a lot in education. 

Mr. ICastex. Aren’t the officers of this ICF, Inc., or Inner City 
Fund, Inc., primarily former Defense system analysis people? 

Mr. Ogilvie. There are a number of people who come out of the 
same office I worked in. I was one of the founding partners of the 
company in 1969. 

Mr. Kastex. Has there ever been or is there now any relationship 
between ICF, Inc., or Inner City Fund, Inc., and the CIA, or any 
CIA activities? 

Mr. Ogilvie. Absolutely none. 

Mr. Kastex. Does OMB have any knowledge of present or former 
OMB employees who have subsequently worked or are currently work- 
ing for any intelligence agency? 

Mr. Lyxx. I wouldn’t know that, Mr. Kasten. I wouldn't know 
whether the gentlemen with me would know that. 

Mr. Kastex. If you had a person on the payroll of CIA working 
for OMB, you wouldn’t know that ? 

Mr. Lyxx. I would hope so. I thought it was the other way around. 

State your first question again. 

Mr. Kastex. My first question was, do you have OMB, does OMB 
have any knowledge of present or former OMB employees who have 
subsequently worked for or are currently working for any intelligence 
agency ? 

Mr. Lyxx. You mentioned one as a possibility but I just don't know. 
You said, Paul, the one person — Taylor, what is his name, at the CIA, 
was one who worked for us. 
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Mr. Ivastex. Have you in your management review function ever 
looked into the problem of detailing of employees between intelligence 
agencies and other branch departments, executive branch departments, 
people being detailed from the CIA to executive branch departments? 

Mr. Ogilvie. We look at all detailees by all agencies. 

Chairman Pike. The time of the gentleman has expired. 

The committee will stand in recess. We have a record vote that 
should be only one record vote. We will try to be back at 2 :45. 

[Recess taken.] 

Chairman Pike. The committee will come to order. 

Mr. Aspin may inquire. 

Mr. Aspix. Thank you. Mr. Chairman. 

Let me ask this question: Did, at any time when you were doing 
the budget for the CIA or any of the defense agencies, at any time 
you were working on that budget, did it ever occur to you that per- 
haps in some way they were exceeding the authority which was laid 
down in law? That they were doing something illegal? Did that ever 
arise? Did any budget examiner ever raise that issue ? 

Have you ever talked about that among yourselves ? Did the thought 
ever cross your mind at any time you were dealing with one of these 
budgets for one of these agencies? 

Mr. Lynx. I haven't gone through a budget process with them yet. 

Mr. Ogii.vie. Let me answer, if I may, Mr. Aspin. in two parts. All 
during the time we were reviewing the budget last fall there have 
been allegations of illegal activities and anuses of authority in the 
intelligence world and, of course, the idea was firmly implanted in my 
mind 

Mr. Aspix. Before it became public ? 

Mr. Ogii.vie. I wasn't in this position before it became public. I have 
only been the Associate Director for a year now and there have been 
public allegations for a number of years. 

I was in a lower job in the Ofliee of Management and Budget prior 
to that time. In the position where I am now reviewing the intelligence 
community budget. I have only been there for a year and can't speak 
to the time before that. 

Specifically with regard to whether or not any budget examiner 
brought to my attention an illegal act or an abuse of power, the answer 
is “no”. 

Mr. Aspix. Or did anybody ever talk about it? Did the thought ever 
cross anybody’s mind over there, to your knowledge — before it was 
made public, at which time everybody had some thoughts about it. but 
did it ever occur to you people who are supposed to be overseeing this 
budget that perhaps all was not quite legal ? 

Mr. Ogilvie. I can’t give you a very good answer because I have 
only been doing it for a year. 

Mr. Aspix. From your own experience and your own knowledge 
as to what you have heard other people say and other people talk 
about, didn’t anybody ever say when this came out, wasn't there any 
talk over coffee or lunch. “We should have known that,” or “I thought 
this was wrong,” or “when I was doing this it didn’t look right?” 
Didn’t.that discussion ever occur to anybody over there ? 
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Mr. Ooilvie. I have had no personal discussions about the specific 
instances that we had known about in advance. 

Mr. Aspin. If there isn’t. I would find that completely incredible. 

What I am trying to tell you is, you know, I have been told time 
and time again that the OMB oversight of the CIA is lousy and any- 
body who ever worked at OMB and talks about it doesn’t say it is 
lousv but it is not enough good. They say there’s not enough people 
on it. You say there is. 

There is too much deference to the National Security Council, too 
much deference to the Director, too much deference to others. 

You say by inference that is not true. We don’t look at the overlap 
and the duplication. You say no. you do look at the overlap and dupli- 
cation: that you don’t shoot down projects. You say you do shoot 
clown projects. 

You can’t have it both ways. If you are really doing this job and 
then somehow all of this comes out and it never occurred to anybody 
that anything was there. I find that incredible. 

Mr. Lynn. Does anybody sitting in my job or these gentlemen’s 
jobs in light of the allegations that have been made, and in some cases 
actual discusMon by people involved, raise doubts in his mind as to 
what they might be doing? Of course, such doubts are raised, You 
characterized my testimony a moment ago and I am not going to stand 
on your characterization. 

You have given a summary of my testimony that I will not agree 
with. I will stand on what I have said for the record, but if you care 
to take my testimony and put your own patina on it. and I will stand 
only on what I said. By not taking it point by point it no way means I 
agree with your characterization of my testimony. 

Mr. Aspin. Let me follow with the question, if you had doubts and 
if there were doubts and if you do realize now that all of this was 
going on in spite of the fact that you were supposedlv overseeing this 
budget, had all of this gone on. what does that do? Was there any 
review, was there any report, was there any reexamination of the way 
OMB does their job. vis-a-vb the (TA ? 

Mr. Lynn. There is certainly. Mr. Aspin. a hard look being taken at 
it now. As we said, we think it would be advisable if you care to go 
into the time periods that were involved, that you call as witnesses 
the people who were there then. 

As to our current attitude. I think the people who attended my 
spring review this year would tell you I was asking a number of 
searching questions as to (1) what is our proper role; (2) if those aro 
the roles we can perform, how can we perform them better than we 
are doing now. I have asked for all that to be worked up so I can make 
up my own mind. 

Chairman Pike. The time of the gentleman has expired. 

Mr. Milford. I will yield to Mr. Aspin. 

Mr. Aspin. Will there be a formal report of whatever changes 
might be necessary? Is there some kind of formal review in the works? 

Mr. Lynn. There will be a formal review and we will make our 
recommendations to the President. 

Chairman Pike. The gentleman from Texas, Mr. Milford, is recog- 
nized for 4y 2 minutes. 
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Mr. Milford. There is a debate between Members of Congress and 
citizens of our country concerning public revelation of intelligence 
budget figures. Most agree that it would not be wise to release in- 
dividual intelligence agency budget figures but a large number feel 
that the total intelligence budget figure should be released publicly. 

Now, as a management expert, do you, sir, feel that all or any part 
of our intelligence mission might possibly be compromised if we 
should begin to release the total intelligence budget figure each year? 

Mr. Lynx. I notice. Mr. Milford, that the President’s Commission 
on the CIA recommended that consideration be given to disclosing 
part of the budget. 

You mentioned I have some management experience. I like to think 
I have some. I think the only justification, however, for not divulging 
overall figures, even, is the security one, and on that, as to what can be 
told from it or not. I am frankly looking at that myself. 

I don’t know whether it would or not yet, but I am asking that same 
kind of question, but in due course, as I answered to Mr. Aspin, we 
will be making our recommendation. 

I can see problems with it. Once you have an overall figure, changes 
from year to year, I suppose, could naturally signal something, and I 
have a hunch that may be one of the things that drove the statute 
Congress had some time ago. \ think we all should take a look at every 
one of these avenues and see how can we do a better job of. on the one 
hand, having the kind of public debate that typifies the programs of 
the United States generally, and on the other hand, give due regard to 
the secrecy essential for intelligence operations. 

I think a fresh look at this makes a lot of sense, and that is why I 
welcome the opportunity to come before this committee. 

Mr. Milford. There has been some prior discussion here today con- 
cerning the fact you employed several ex-CIA people as top members 
of your stall. There has also been some discussion to the overall abun- 
dance of Ivy Leaguers in your staff. 

Now. while the absence of graduates from the southwest, confer- 
ence may give me reason to question the quality of the educational 
levels on your staff. I am not ready to condemn your use of 
ex-intelligence people. 

Isn’t it a fact that intelligence work is a highly specialized field 
wherein reasonable competence on the part of your staff members re- 
quires them to have prior intelligence training? 

Mr. Lynx. It is certainly extremely useful. 

I would like to say, Mr. Milford. I probably should disclose that 
when I was an enlisted man in the Navy. I had access to secret and 
maybe in one or two cases top secret information as an electronics 
technician’s mate, and I hope that wouldn’t disqualify me from pass- 
ing on the budget of the Navy, but what I am saying is. I like your 
point. I think you have to take each person as he or she is and look at 
them. There is always an opportunity for abuseAVhether you are talk- 
ing about a person coming out of a business community to take a busi- 
ness job or somebody who comes out of the intelligence community to 
take an OMB job. I don’t think we should just do some general 
surgery here with respect to saying, if you have been in the CIA. you 
better stay out of OMB; you better stay out of the rest of the 
Government ; once you have been in the CIA, there is a kind of a mark 
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over you; you can’t do anything else that has anything to do with 
the Government because you are susnect. I don't think that is the way 
to run the Government. You should take people as people are. 

Mr. Milford. It would appear in a technical job of this nature, you 
can’t take a muleskinner and make him a 707 pilot, I agree. 

Mr. Lynx. If I can get that expertise and get a man of integrity, 
that is what I would like to have. I haven’t gotten to know these people 
well, but from the occasions I have worked with them, they seem to be 
people very much dedicated to this country and dedicated to doing a 
job of the kind OMB is supposed to do. 

Mr. Df.li/ctms. Would the gentleman yield briefly to me for a 
comment ? 

I would just say to my colleague, I am not trying to assert that 
former CIA employees should not work in the Government. I would 
think that would be extremely prejudicial, but it does raise a serious 
question with members of the intelligence community taking jobs that 
are in direct relationship to activity carried on by that intelligence 
community. 

Now, that raises a serious parochial question I think we need to look 
at very carefully. 

Chairman Pikk. The time of the gentleman from Texas has expired. 

Mr. Johnson. 

Mr. Johnson. Thank you. Mr. Chairman. 

Mr. Lynn, before I resume the line of questioning we were on this 
morning when my time expired, I wanted to ask you do you know of 
any statutory limitations on covert activities that might be directed by 
the National Security Council? 

I don’t know of any. When we talk about the CIA perhaps engaging 
in illegal activities, as far as I know there is no statutory prohibition. 
That is something I hope we will look at. Anything that would tell 
what const it ut ^s illegal covert activity. 

Mr. Ltnx. I have to say to you. sir, I have not looked at it as a lawyer 
from my prior incarnation. I have asked for further information my- 
self as to what limitations there are in the statute, to become familiar 
with them, but I have to say to you I have not done independent legal 
research with respect to the issue, but it is something I want to become 
more familiar with, too. 

In a way, all of this has been very useful to a new Director of OMB 
because it gives me some priorities in areas I want to look into. 

Mr. Johnson. Is OMB making decisions as to which agencies and 
where CIA money is distributed within the budget ? 

Mr. Ooilvie. We do that jointly with the affected agencies that are 
involved with the intelligence community budget. 

Mr. Johnson. Then you have records as to how much money goes 
into each of these agency budgets ? 

Mr. Ooilvie. Yes, sir, and the Secretaries of the appropriate agen- 
cies are fully informed. 

Mr. Johnson. I would like to reiterate the question we closed with 
this morning. The CIA funds, we established, were not subject to au- 
thorization by the Congress. 

Mr. Ogilvie. They were appropriated annually bv the Congress 
but not subject to a specific annual CIA authorization process. 
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Mr. Lynx. There is oversight jurisdiction, but there are not authoriz- 
ing statutes beyond the general charter given to t he — the charter given 
to the CIA by law. 

Mr. Johnson. So these funds are classified as not being authorized? 

Mr. Lynn. In that technical sense. I think that is right. 

[Mr. Lynn subsequently qualified his response as follows: “In one 
sense. I think that is right : however, the CIA Act of 1040 authorized 
CIA to use funds for the purpose outlined in the act.’*] 

Mr. Johnson. Then I ask you if there were other funds used in the 
foreign intelligence program which are also not subject to authoriza- 
tion. At that point your answer, if I'Tecall. was that you did not know. 
All three of you said that. Is that correct ? 

You did not know if there were other funds used in foreign intelli- 
gence programs which are also not subject to authorization ? 

Mr. Lynn. We may lx* getting into a semantic problem on “author- 
ized." I tend to look at authorizations as a kind of line item authorizing 
language of a section S program in HI D or a XOAA program in Com- 
merce, where every 2 or 3 years you have to go back to Congress and 
get a new authorizing statute. 

I would like my answer taken that way. 

As far as their being authorized by law in the broad sense, 
there is authorization to be found in the statute books of the United 
States for CIA funds. 

Mr. Johnson. There is no specific authorization? 

Mr. Lynn. Not like annual appropriations authorizations that 
generally go through a two-step process. 

Mr. Johnson. Are there other funds treated similarly ? 

Mr. Ogilvik. I am not a technician on the authorization-appropria- 
tion process, but I Ixdicve there are other funds that are not specifically 
authorized in that sense. 

Mr. Johnson. Are there other funds related to foreign intelligence 
programs that are t rented similarly to the CIA procedure ? 

I will yield to Mr. Giaimo but I would like an answer. 

Mr. Ogh.vii:. I will stand on my first answer, which is I don't know. 
I know there are funds that are not authorized specifically that are 
spent by lots of agencies and they may be. under the Economy Act, 
transferred to the CIA, but the short answer is, I don't know whether 
that specifically occurs or not. 

Mr. Lynn. Mr. Johnson. I think this is the area where if I were to 
ask you questions, or Don were, to clarify the intent of your question 
and we get into the answer, it would be in the closed session, but wo 
would be happy to pursue this so we can be sure we are communicating 
with each other when we get to closed session. It will make the dialog 
a lot easier. 

Mr. Johnson. Another question and answer this morning was 
whether or not CIA handled other intelligence activities funds. 

Mr. Ogilvik. The CIA does receive funds from other agencies, as 
I mentioned this morning. 

Mr. Johnson. Over and above their budget ? 

Mr. Ogilvik. Transferred from the Economy Act. 

Mr. Johnson. Over and above their budget? 
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Mr. Ogilvie. Yes, sir, but they arc inclmled in someone else’s budget. 
The same as HEW transfers funds to the General .Services 
Administration. 

Mr. Johnson. They are identifiable to the Congress? 

Mr. Ogilvie. The v are identifiable; yes. sir. 

Chairman Pike. The time of the gentleman has expired. 

Mr. Haves. 

Mr. IIayes. Mr. Lynn, since 1971 apparently the Office of Manage- 
ment and Budiret lias participated m preparation of consolidated 
program budgets as a member — that is, represented by a senior 
representative on the Intelligence Resources Advisoiy Committee. Is 
thai correct ? 

Mr. Ooh.vie. I forget exactly the words that you called the consoli- 
dated budget. I believe what you are referring to is the consolidated 
recommendations of the Director of Central Intelligence which are 

f rovided to the President through OMB. One group which advises tire 
)i rector of Central Intelligence on those recommendations and on 
overall resource issues is the body that you mention and OMB is a 
member of that, but in the technical sense of the word ‘‘budget*’ as this 
Congress uses it, it is not a formal budget. 

This is the point Mr. Aspin and I were discussing this morning. 
Mr. IIayes. Is that not a unique position as far as OMB is concerned? 
For example, you do not participate in a similar group with regard to 
preparation of an overall education budget or health budget or housing 
midget or anything else? 

In other words, your usual involvement with budget preparation is 
as outlined particularly in the first eight pages of the Director in 
testimony today: is that correct? 

Mr. Lynn. But. Mr. IIayes. I would say as we identify overlapping 
problem areas or opportunity areas in the intelligence budget we will 
have another program Associate Director — Don Ogilvie's counterpart, 
let's say between economics and general government — be there because 
avc find so many similar, sometimes overlapping statutory programs 
in different territories. So in our consideration of one department's 
budget, avc will bring in other people in OMB to check Avith to deter- 
mine the relati\'e priorities of those programs intended by statute to 
hit the same or similar problems. 

Mr. IIayes. In no Avav under those circumstances do you participate 
in a formal way pursuant to any kind of presidential organization, 
whether formal or informal ? 

Mr. Lynn. Xo; sir. The closest avc come to that is if there is a maior 
issue involving some policy apart from dollars that may be a domestic 
counsel task force put together to look at those things in the policy- 
making mode and Ave Avill participate as a member of that task force 
which can involve as many as five Cabinet members. 

Mr. IIayes. Do you think perhaps the position of OMB. as I under- 
stand it, as explained bv Mr. Ogilvie, in regard to the intelligence re- 
sources advisory position, perhaps compromises the point of view of 
OMB ? In this sense, that you become a participant in evaluating and 
in the preparation of a consolidated overall intelligence budget, along 
Avith the Director of Central Intelligence. lie actually chairs that bod\\ 
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Do you observe in that sense — since you have participated in the over- 
all decisionmaking of the preparation of that budget, do you think 
that tends to compromise your position in being able to look at it. ex- 
amine it in an objective wav, as you do in regard to other agencies of 
Government? 

Mr. Ooilvie. Mr. Hayes, I think quite to the contrary, it provides us 
■with a unique opportunity to make our views and our recom- 
mendations known during ‘the process that that budget — that the 
Director’s recommendations are being formulated. 

If I might take a minute to explain further because I think it is 
important: The recommendations that the DCI provides to the Pres- 
ident are only that. They are not a budget as I mentioned before. 

Mr. Hayes. I understand. Let me interject at this point if you will 
yield to me. Why is it a practice not followed then in regard to all 
the other agencies of government ? Why don't we do it with regard 
to Health, Education, and Welfare, or with regard to Defense? 

Mr. Lynn. Mr. Hayes, it does occur issue by issue in other depart- 
ments. When I was at Commerce and again when I was in HUD, at 
my urging — and very frankly because I had some hopes in some of 
this, if you can’t lick them, join them; have OMB in, so at the last 
minute they won’t be screaming about my budget. I would have them 
in on our study from the very beginning on a major policy issue. 
Something I find they will agree with me. but when it got. the Pres- 
idential decisionmaking many times even though I loved them to 
death and brought them into the process they are pounding the table 
on the other side. 

Mr. Hayes. Mr. Lynn, do you not draw a distinction between the 
fact that the Secretary of HUD is not able to spend on his own cer- 
tificate, beyond which you may not penetrate and analyze? Do you 
think there is a distinction between participating on that level, inter- 
jecting yourself there and doing it on your own motion and. on the 
other hand, operating in this Resources Advisory Committee at Pres- 
idential direction in essence? 

Mr. Ogievte. Mr. Hayes, you seem to be leaving the impression 
there is just DCI written authority to spend the money. 

The process OMB uses to review CIA, or any other areas of the in- 
telligence budget, is identical to the process that we use in HUD or 
in Labor. 

We go through the same level of detail with the same degree of 
facts for the CIA budget that we do for the HUD budget or the 
Labor budget. 

Chairman Pike. The time of the gentleman has expired. 

Mr. Lehman. 

Mr. Lehman. Thank you, Mr. Chairman. I guess I kind of feel like 
an old-fashioned bookkeeper sometimes, but in this budget process I 
would like to go back to the formulation of the budget and the execu- 
tion of the budget. You can talk about budgets and talk about Gov- 
ernment costs. Sometimes in business you have not only a cost center, 
hut a profit center. Basically the budget is made up of cost centers 
and profit centers. Is that more or less not correct in your general 
experience of forming budgets? 

Mr. Lynn. I am not quite sure where I find the profit center. One 
of the tilings I found lacking in the Government is the bottom line to 
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measure an activity by. There isn’t any “earnings per share” concept. 

Mr. Lehman. Certainly vour costs could be everything from over- 
head, gasoline, or even bribes. To get back to your profit centers, to 
determine a profit center, you have a proprietary agency. 

When you make up this budget, or you look over this budget, you 
not only nave to look over your profit and loss statement, but do you 
have a balance sheet that you look over also that shows assets and 
liability, and wholly owned proprietary agencies like CIA? 

Mr. Lynn. Do we have a statement showing their assets and 
liabilities? 

Mr. Lehman. Right. Do you look at that ? 

Mr. Lynn. I don’t think that is the approach, Mr. Lehman. 

Mr. Lehman. In pursuing that just a little bit more, if you are 
making up a budget and you assume CIA has some proprietary or- 
ganizations and some assets — maybe thev have 100 shares of stock in 
the stock market, I don’t know — do you know whether CIA owns any 
stockmarket holdings? 

Mr. Ogilvie. No. 

Mr. Lehman. You don’t know whether they do or they don’t? 

Mr. Ogilvie. I do not know whether they do or not. 

Mr. Lehman. In that case, if in fact you don't know whether CIA 
owns anv assets in any company — do you or do you not ? 

Mr. Lynn. I said a little earlier. Mr. Lehman, if there should be 
a situation involving a proprietary that was a major project of sig- 
nificant outlay, that would come to our attention and we would analyze 
it as a project. 

Mr. Lehman. You are talking about big tickets. 

Mr. Lynn. We would be aware of that. As to small things we may 
well not be aware of it. 

Mr. Lehman. There was a big ticket operation in Miami according 
to a recent article in Harper’s magazine. It was supposed to be the 
biggest CIA operation in the world. I don't know how big it is now. 
I know it was Dig at that time. 

According to the information these two reporters have dug up, not 
counting one outfit called Venus Technical Enterprises, there were 54 
enterprises in Miami headed by CIA. 

How can you know about vour loss before you know about your 
profit from the organizations? How can you make up a budget until 
vou know what are the assets you want to sell that the CIA owns? 
In other words, you can dispose of certain assets or count on certain 
profits. These are the kind of things you have to use in determining 
vour executive formulation of a budget. 

' if you are croing to help CIA form a budget, then you must know 
what they own, what they must dispose of and the potential profit 
or past profit in the operation. 

Therefore I am trving to find out. I guess, whether you can tell 
me now. what is going on in the CIA in regard to its business 

Mr! Lynn. I can give some further elaboration, Mr. Lehman, but 
a train I think it would be good to do that in closed session but I can 
sav to vou on major proprietaries we would, where it has been brought 
as a project, we would know of it and analyze it as a project within 

the group. 
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Now, as to whether though as a matter of technique we would every 
year with this or any other agency ask for a list of their assets and 
what they might dispose of this year so that you could cut down 
the total amount net that you have to go to the taxpayers for— that 
is what you are after, isn’t it — 1 doubt that they do that. 

Mr. Lehman*. I want to know whether the profit and loss disposable 
assets are a part of your budgetmaking process with CIA. 

I have one other quick question: Looking at the university and 
college problems, can you tell me how much money the CIA spent 
on recruitment at various colleges and in which colleges it spent that 
kind of money ? 

Thank you very much and my time is up. 

Mr. Field. Mr.' Ix'hman indicates, and through your answers you 
indicate, that there are certain things OMB does not know about CIA 
funding and so forth and whether or not they own stock. 

I would like to make a point. This might not just be a matter of a 
statutory-type restriction. 

For example, how many people at OMB spend full time working 
on the CIA budget? 

Mr. Lynn*. One. 

Mr. Field. Out of a total staff of six? 

Mr. Lynn*. Yes. 

Mr. Field. How many people spend full time working on the NSA 
budget ? 

Mr. Ogilvie. The approximate number? 

Mr. Field. How many work on the budget? 

Mr. Ogilvie. The best answer I can give you is one. 

Mr. Lynn*. There are fields where, in the opportunities of the people 
working under the branch chiefs they are walking under each others’ 
curve: when it gets to Paul O’Neill and me we will all be there. 

Mr. Field. The fellow working on NSA, which is a large and ex- 
pensive organization — does he spend full time on that, on the NSA 
budget ? 

Mr. Ogilvie. I would say just about full time. yes. sir. 

Mr. Field. Isn’t he also in charge for the Navy and Air Force, 
looking at their consolidated cryptologic program? It is a fairly 
sophisticated program. 

Mr. Ogilvie. He does review that. 

Mr. Field. He a No reviews the advanced programs. 

Mr. Ogilvie. We a re getting into areas when 1 I think we should go 
into closed session. 

Mr. Field. lie also reviews the training program. 

Mi'.Ogilvie. I can only come back to say I would prefer to discuss 
these and would be happy to in closed session. 

Mr. Field. My point is, this pei'son OMB has looking at the budget, 
which is huge with a lot of people and very complex, this one man is 
not even working on it full time. 

Mr. Lynn. I could take you agency by agency, department by 
department in the Government and show* you bigger budgets and 
equal numbers of programs where the situation is exactly the same. 

There may lie a reason here. 

Chairman Pike. If the. gentleman will yield, how can you do that 
without telling us how big the budget is ? 
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Mr. Lynx. That is right, and I can’t do that until we go into closed 
session. 

Mr. Field. I would also point out there are only 0 budget analysts, 
11 totally in OMB, who can work on this. 1 understand analysts for 
other agencies can use any of the 300 or 400 people at OMB in support 
of their efforts, whereas these poor guys have to work by themselves 
and that's it. 

What I am saying is that I want to make it clear that OMB really 
has a very few people working on a large and complex budget. A 
budget with lots of hidden things and transferred funds and detailed 
employees working for the Defense Department but also working 
for CtA. 

This poor fellow balances this all out and makes sure it is working 
all right. You have strange things happening that you don’t have 
elsewhere. It is a very difficult job, it would seem to me, for a very 
few people. 

Mr. Lynn. Mr. Field, I do think it is a worthwhile area to explore 
as to whether or not, given different requirements here, there should 
be more. I cannot say at this point there should be, but I think a very 
legitimate area for us to look at is this area. 

If you look at the programs from the standpoint of complexity, if 
you take it. apart from the idea that there may not lie other check s and 
balances, but just complexity of program, size of program, numlier 
of programs, what you describe is the situation throughout the OMB. 

Mr. Field. I would say it is probably much more intensified in this 
particular area. 

Mr. Lynn. That is not true. That is the point I am trying to make to 
you. As far as somebody in OMB helping the IIUD examiners you go 
over to the new Executive Office Building or the old Executive Office 
Building and look at the formal quitting time of 5:30. You won’t see 
anybody leaving the place. These people work as hard as anybody in 
the Government. They don’t have time to go over and help sometiody 
else crosscut. They are all busy and working very, very hard. 

Mr. Field. Other departments the size of NSA would have one part- 
time person working on that desk ? 

Mr. Lynn. When we get into closed session, we can give you some 
comparisons that I think will prove my point well. 

Mr. O’Neill. You should understand the relationship and I think 
that is made well bv the Social Security case. Whatever the munlier 
is, for intelligence activities. I think you will find it is hard to believe 
we are spending $7.~> billion as we are in Social Security — and that 
particular agency has something approaching 100,000 people — and we 
have one person who has worked in that area. 

I think with regard to the statute for Social Security I doubt if there 
is a person in the whole world who any longer comprehends what is in 
there. 

Mr. Field. We researched that and we understand that is a case 
where he has support from people in OMB. We will be happy to receive 
back the report on that. 

Chairman Pike. The House is now having a record vote. Before 
we go over there, I would be very happy to entertain a motion. 

Mr. M< ( i.ni:v. Mr. Chairman. I move the committee do now resolve 
itself into executive session and I ask for a recorded vote. 

SS-DL’O —75 S 
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Chairman Pike. The rules require a recorded vote. The clerk will 
call the roll. 

The Clerk. Sir. Giaimo. 

Mr. Giaimo. Aye. 

The Clerk. Mr. Stanton. 



Mr. Dellxjms. No. 


The Clerk. Mr. Murphy. 

Mr. Murfht. Aye. - 

The Clerk. Mr. Aspin. 

Mr. Aspin. Aye. 

The Clerk. Mr. Milford. 

Mr. Milpord. Aye. 

The Clerk. Mr. Hayes. 

Mr. Hates. Ave. 

The Clerk. Mr. Lehman. 

Mr. Le hm an. No. 

The Clerk. Mr. MeClory. 

Mr. McClort. Aye. 

The Clerk. Mr. Treen. 

[No response.] 

The Clerk. Mr. Hasten. 

Mr. Hasten. Aye. 

The Clerk. Mr. Johnson. 

Mr. Johnson. Aye. 

The Clerk. Mr. Pike. 

Chairman Pike. Aye. 

Ten ayes, two noes. The committee will go into executive session. 

While we are voting, I will ask that the room be cleared. 

» 



U.S. INTELLIGENCE AGENCIES AND ACTIVITIES 
Part 1 : Intelligence Costs and Fiscal Procedures 


MONDAY, AUGUST 4, 1975 

House of Representatives, 

Select Committee on Intelligence, 

Washmgtoriy D.G. 

The committee met, pursuant to recess, at 10 a.m., in room 2118 
Rayburn Office Building, Hon. Otis G. Pike [chairman], presiding. 

Present: Representatives Pike, Stanton, Dellums, Murphy, Aspin, 
Milford, Hayes, Lehman, McClory, Treen, Johnson, and Kasten. 

Also present: A. Searle Field, staff director; Aaron B. Donner, 
general counsel ; John L. Boos, counsel ; Roscoe B. Starek III, counsel ; 
Roger Carroll, Charles Mattox, Edward Roeder, and Emily Sheketoff, 
investigators. 

Chairman Pike. The committee will come to order. 

We are pleased today to have as our witness the Director of Central 
Intelligence, Mr. William Colby, who will be testifying today in that 
capacity. On Wednesday he will assume his other nat and come and 
testify as the head of the Central Intelligence Agency. 

You may proceed, Mr. Colby. 

STATEMENT OP W. E. COLBY, DIRECTOR OF CENTRAL INTELLI- 
GENCE, ACCOMPANIED BY MITCHELL R0G0VIN, SPECIAL C0TJN- 

SEL TO THE DIRECTOR OF CENTRAL INTELLIGENCE 

Mr. Colby. Mr. Chairman and members of the committee, I am 
pleased to have this opportunity to present to you today the structure 
of the U.S. intelligence community 7 , and to provide what I hope will 
prove to be insight into how it is organized and how it operates. I 
understand that you ask that I focus today on the community as a 
whole, and turn to CIA specifically on Wednesday. I also understand 
that you wish especially to cover our budget procedures and the budgets 
themselves, as a way of investigating the degree of what might be 
called the command and control of this important activity. I will cover 
as much as I believe possible in this open session; I will then seek your 
agreement to cover the remainder in executive session. 

I know we will debate the need for such a step, but I would hope we 
could proceed first with the open part. 

“Community” is a particularly apt phrase to describe the structure 
that performs the important task of providing intelligence to our Gov- 
ernment. The intelligence community exists in the same sense as does 
any other group of people involved in a common endeavor. It is a set 
of bodies (m this case, Governmental ones) operating within a fairly 

( 100 ) 
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well understood procedural framework which enables its members to* 
pursue a common objective : Providing intelligence to those who need 
it. 

COMMUNITY MEMBERS 

The intelligence community involves all or part of the activities of 
several departments and agencies of the executive branch : 

The Central Intelligence Agency, Defense Intelligence Agency, the 
Bureau of Intelligence and Research, Department of State, National 
Security Agency, Army, Navy, and Air Force military intelligence or- 
ganizations, Federal Bureau of Investigation, Treasury Department, 
and Energy Research and Development Administration. 

There are, in addition, a variety of intelligence-related activities 
which, while not a part of the community as such, nonetheless make 
significant contributions to information available to the overall U.S. 
intelligence effort. Among these are general reporting from our embas- 
sies abroad and the intelligence activities integral to our military force 
structure, referred to as tactical intelligence. 

This community reflects the basic intelligence concept contained in 
the National Security Act of 1947. This established the Central Intel- 
ligence Agency under the National Security Council to advise the Na- 
tional Security Council concerning foreign intelligence activities of 
the other governmental departments and agencies, to recommend to the 
National Security Council the coordination of the intelligence activi- 
ties of other departments and agencies, and to perform services of 
common concern centrally. It was provided, however, that other de- 
partments and agencies should continue to collect, evaluate, correlate, 
and disseminate what was identified as departmental intelligence, that 
is. intelligence for department purposes. 

The act clearly contemplates the present structure of the agencies 
and departments working on their own on matters of individual inter^ 
est but coordinating and collaborating with the Central Intelligence 
Agency to provide the best service to the National Security Council. 

[The National Security Act of 1947, as amended (50 U.S.C. 402, 
et seq.), and the Central Intelligence Act of 1949. as amended (50 
U.S.C. 403), are printed on pages 403-08 and 409-17 the appendixes.] 

THE DCl’s ROLE 

Under the provisions of a Presidential memorandum issued in No- 
vember 1971, which was reaffirmed by President Ford, I have been 
charged to report to the President and the Congress on “all U.S. intel- 
ligence programs.” Specifically, I am under instructions to assume lead- 
ership of the intelligence community; improve the intelligence prod- 
uct ; revie w al l intelligence activities and recommend the appropriate 
allocation of resources. 

CONGRESSIONAL OVERSIGHT 

The community keeps the Congress informed of its activities through 
the mechanism tiie Congress has established : The designated subcom- 
mittees of both the House and Senate Armed Services and Appropria- 
tions Committees. We appear before these subcommittees to discuss 
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and report on U.S. foreign intelligence programs and to support the 
detailed budgetary aspects of the programs. Through formal execu- 
tive session presentations, testimony, and question and answer sessions, 
senior intelligence officers provide information to the appropriate level 
of detail desired by committee members. For example, in considering 
the fiscal year 1976 intelligence community program now before Con- 
gress, I appeared before the Defense Subcommittee of the House Ap- 
propriations Committee on six separate occasions — four times on the 
-community program and twice on the CIA budget. In addition, I pro- 
vided written responses to over 200 committee questions. In addition, 
Dr. Hall, the Assistant Secretary of Defense for Intelligence, testified 
on the DOD portions of the community programs and provided writ- 
ten responses to about 200 committee questions. 

Various individual program managers provided similar extensive 
testimony. 

I also appear regularly before various congressional committees and 
subcommittees — in addition to these oversight groups — to provide 
briefings and intelligence analyses on world affairs. I also maintain 
daily liaison with the Congress through my legislative counsel and 
provide substantive inputs to questions as they are raised in the normal 
course of business. 

GUIDANCE 

Within the executive branch, there are a number of sources of guid- 
ance to the intelligence community. I have direct contact with the 
President and the Assistant to the President for National Security 
Affairs. In addition to this personal contact, several organizational 
mechanisms exist which provide direction or guidance to me as leader 
of the intelligence community and as the Director of the Central In- 
telligence Agency : 

The National Security Council, consisting of the President, the Vice 
President, the Seci’etaries of State and Defense, and, as adviser, the 
Chairman, .TCS^— military adviser — and myself as intelligence adviser; 

The various committees and groups of the NSC, particularly the 
NSC Intelligence Committee — NSCIC; 

The President’s Foreign Intelligence Advisory Board ; and 

The Office of Management and Budget. 

THE NSC MECHANISM 

In addition to being an adviser to the National Security Council 
itself, I am a member of, or am "represented on, various NSC groups 
and committees. In these, I provide information and judgments about 
foreign developments which impact on national security policy. . While 
my participation is involved primarily with the substance of intelli- 
gence, I also receive guidance and important insights concerning the 
management of the U.S. intelligence effort. 

The NSC Intelligence Committee is charged directly with provid- 
ing direction and guidance on national intelligence needs, and with 
evaluation of intelligence products from the viewpoint of the user. 
This committee is chaired by the Assistant to the President for Na- 
tional Security Affairs. Members are the Under Secretary of State for 
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Political Affairs, the Deputy Secretary of Defense, the Under Sec- 
retary of the Treasury, the Chairman, ,T*CS, and myself. 

The 40 Committee of the National Security Council provides policy 
guidance and approval for any CIA activity abroad other than in- 
telligence collection and production — the so-called covert action mis- 
sion. It is chaired by the Assistant to the President for National Se- 
curity Affairs. Its members are the Deputy Secretary of State, the 
Deputy Secretary of Defense, the Chairman, Joint Chiefs of Staff, 
and me. 

THE president’s FOREIGN INTELLIGENCE ADVISORY BOARD (PFLVB) 

This Board is the direct descendant of the board of consultants rec- 
ommended by the second Hoover Commission in 1955. President Eisen- 
hower created the President’s Board of Consultants on Foreign In- 
telligence Activities by Executive Order in 1956. It has been continued 
by all Presidents since then. The Board, now known as the President’s 
Foreign Intelligence Advisory Board (PFIAB), was most recently 
continued by President Nixon’s Executive Order 11460, dated March 
20, 1969. It consists of prominent Americans from outside the Gov- 
ernment appointed by the President: Adm. George W. Anderson, Jr., 
U.S. Navy, Retired, Chairman, Dr. William O. Baker, Bell Labs; 
Mr. Leo Cherne, Research Institute of America : Dr. John S. Foster, 
Jr., TRW; Mr. Robert W. Galvin, Motorola ; Mr. Gordon Gray; Dr. 
Edward Land, Polaroid; Mrs. Clare Boothe Luce; Dr. Edward Teller, 
University of California; and Mr. George P. Shultz, Bechtel. Vice 
President Rockefeller was a member of the Board until he assumed 
his present office. Its purpose is to strengthen the collection, evalua- 
tion, production, and timely dissemination of reliable intelligence by 
both military and civilian Government agencies and to assure the 
President of the quality, responsiveness, and reliability of intelligence 
provided to policymaking personnel. 

The Board operates under a very broad charter which directs it to 
review all significant aspects of foreign intelligence and related ac- 
tivities in which the Central Intelligence Agency and other elements 
of the intelligence community are engaged. It reports periodically to 
the President and makes appropriate recommendations. 

THE BUDGET PROCESS 

Now, with respect to the budgetary processes, the national foreign 
intelligence program (NFIP) is formulated on the basis of substantive 
and fiscal guidance provided by the- President, through the Office of 
Management and Budget. The individual intelligence program budgets 
which make up the NFIP are developed in accordance with the same 
guidelines applicable to other Government agency programs — Office 
of Management and Budget Circular A-ll, “Preparation and Sub- 
mission of Budget Estimates.” 

Program plans are developed and reviewed by each agency of the 
intelligence community during the spring and early summer to ensure 
that the general scope, size, and direction of the plan are in accordance 
with the objectives and priorities contained in the overall guidance. 
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These plans are reviewed and approved at the various levels of the 
member agencies up to the head. They then form the basis against 
which detailed budget estimates are developed and submitted to the 
Office of Management and Budget in the fall. 

These budget requests are then reviewed in detail by the Office of 
Management and Budget; by my intelligence community staff; by 
the Staff of the Assistant Secretary of Defense (Intelligence) ; and 
the Comptrollers of Defense and of CIA. Based on these reviews, the 
approved budget requests for the individual intelligence programs are 
included within their parent department and agency budgets and form 
an integral part of the President’s overall Federal budget. After con- 
sulting with the member agencies, I then provide to the President my 
independent assessment of the intelligence community resource re- 
quests, along with my overall recommendations for the national foreign 
intelligence program. 

My annual recommendations do not constitute a budget in the tradi- 
tional sense, as I have statutory authority only for the CIA. Rather, 
in accordance with the President’s November 5, 1971 directive, these 
recommendations represent my view as to the appropriate substantivo 
focus and allocation of resources for the U.S. intelligence effort during 
the coming .5-vear period. The Director has presented three such sets 
of consolidated community program recommendations to the President 
and the Congress — for fiscal years 1974, 1975, and 1976. 

Once the national foreign intelligence program recommendations 
are submitted (in early December), they are-considered by the Presi- 
dent. I then defend the community’s portion of the President’s budget 
before the congressional committees, in addition to CIA’s, as outlined 
above. 

The national foreign intelligence program is contained in about 
20 Department of Defense appropriation accounts and 1 Department 
of State appropriation account; all of which require annual appropri- 
ation by congressional appropriations committees. Of these, about half 
require annual authorization, which falls under the purview of the 
Armed Services Committees. I have also participated in these reviews, 
speaking for the community. 

THE INTELLIGENCE COMMUNITY MANAGEMENT STRUCTURE 

President Nixon’s memorandum of November 5, 1971 was reaffirmed 
by President Ford’s memorandum of October 9, 1974. The President’s 
guidance and direction, enunciated in his November 5, 1971 memo- 
randum, were incorporated into National Security Council Intelligence 
Directives (NSCID’s) in an extensive update and revision of NSCID 
1 (basic duties and responsibilities) ; all other NSCID’s were also re- 
examined, and the entire set was reissued on February 17, 1972. These 
NSCID’s are supplemented by Director of Central Intelligence Direc- 
tives, or DCID’s issued after consultation with the community mem- 
bers, which specify in greater detail the policies and procedures 
established by the NSCID’s. Each agency then develops its internal 
regulations in conformity with these policies. In addition to creating 
the NSC Intelligence Committee, the 1971 memorandum directed the 
creation of an Intelligence Resources Advisory Committee (IRAC). 
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This committee, chaired by the Director, consists of senior repre- 
sentatives of the Departments of State and Defense, the Central In- 
telligence Agency, and the Office of Management and Budget. The 
Director, since IRAC’s inception, has invited the Director, NSA and 
the Director, DIA to participate regularly in the IRAC as observers 
in their capacity as national intelligence program managers. A repre- 
sentative of the NSC staff also participates regularly as an observer. 
Other community program managers are invited as appropriate. 

The IRAC meets approximately once each quarter, except at the 
end of the calendar year, when more frequent meetings are needed 
to formulate the annual budget. 

The principal role of IRAC is to advise the Director on (1) the 
allocation and use of intelligence resources and (2) the formulation 
of the DCFs national foreign intelligence program recommendations 
to the president. 

Another board, the United States Intelligence Board (USIB) is 
responsible for providing advice to the DCI on matters of substantive 
intelligence. It is designed to assist me in the production of national 
intelligence, establishing requirements and setting priorities, super- 
vising dissemination and security of intelligence, and protecting in- 
telligence sources and methods. 

The Board is chaired by the Director and meets weekly. Members 
include the Deputy Director of Central Intelligence (vice chairman) ; 
Director of Intelligence and Research, Department of State; Di- 
rector, National Security Agency ; Director, DIA; and representatives 
of the Secretary of the Treasury, the Director, FBI, and the Adminis- 
trator of the Energy Research and Development Administration. The 
intelligence chiefs of the military services have observer status on 
USIB and participate in its meetings. 

USIB is supported by 14 subordinate committees, organized along 
functional lines and drawing upon all elements of the intelligence 
community for membership. These committees also serve IRAC as 
required. 

To assist in assuming the more comprehensive management of the 
intelligence community called for in the November 5, 1971 presidential 
memorandum, the President directed that the DCI strengthen his per- 
sonal staff. This has led to the formation of two groups : The National 
Intelligence Officer structure and the intelligence community staff. 

THE XIO STRUCTURE 

The National Intelligence Officers were established in October 1973, 
replacing the former Board of National Estimates. The group is 
headed by a deputy to me for NIO's. Each National Intelligence Officer 
has a specific area of geographic or functional responsibility for which 
he or she is responsible. Each NIO’s raison d’etre is to provide sub- 
stantive expertise to support me and to be responsible for insuring 
that the community is doing everything it can to meet consumer 
needs. The NIO staff has been kept deliberately austere — each NIO 
is limited to an assistant and a secretary — on the philosophy that it is 
the NIO’s job to stimulate the community to produce the intelligence, 
not to do it himself. There are presently eleven NIO’s dealing with 
subjects as diverse as strategic forces, the Middle East, and interna- 
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tional economics and energy. The NIO’s identify the key intelligence 
questions needing action in their area, review and develop our col- 
lection and proauction strategy, insure that our intelligence is re- 
sponsive to our customers’ needs, and evaluate how well we are per- 
forming against our objectives. 

THE INTELLIGENCE COMMUNITY STAFF 

The IC Staff provides management and evaluation support to the 
DCI. It is headed by an active duty military officer at the three-star 
level and is a composite of individuals drawn from CIA, NS A, DIA, 
active duty military — from all services — and private industry. It is or- 
ganized into three main divisions: management, planning and re- 
sources review; product review; and collection and processing assess- 
ment. The titles are descriptive of the functions performed. 

MANAGEMENT VEHICLES 

Since I do not exercise command authority over the component or- 
ganizations of the intelligence community — other than the CIA — I 
rely on a family of management devices to provide guidance, stimulate 
the proper program direction and balance, and provide a basis for 
evaluation. 

Each year, I issue Perspectives for Intelligence, a document intended 
to provide a broad framework to guide program development over 
the next 5 years. Perspectives provide the community with my views 
of the environment within which the community must prepare to oper- 
ate. It attempts to identify, in broad terms, where the heaviest demands 
on the community will come from. 

I have also asked that the three major collection programs develop 
plans to portray the direction each is taking over the next 5 years and 
to serve to identify major strengths and weaknesses. 

Each year, following a very extensive and detailed program de- 
velopment and review cycle, I submit to the President my national 
foreign intelligence program recommendations. Because of the large 
concentration of community resources within the Defense Depart- 
ment — over 80 percent — the process leading up to the NFIPR is dove- 
tailed carefully with the defense planning, programing and budgeting 
process. This aocument provides the President with my independent 
view of the national intelligence aspects of the budget he submits to 
the Congress. The NFIPR is prepared by the IC staff working closely 
with all members of the community. 

Each year I also issue a set of national intelligence objectives and 
submit them for NSCIC approval. At the end of the year, I submit 
an annual report to the President on community performance against 
these objectives. 

These are supplemented by key intelligence questions issued by me 
after consultation with the U.S. Intelligence Board and the national 
intelligence officers. These focus the national intelligence effort on 
the main problems the Nation faces in the world. 

This extensive management structure focuses, of course, on the ob- 
jectives and programs of the intelligence community. It also provides 
a basis for evaluation of the effectiveness of the community on a regu- 
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lar basis. The detailed financial auditing and controls are conducted 
within the member agencies of the community, however, according to 
their specific departmental regulations. On Wednesday, I will discuss 
this in some detail with respect to CIA. The other members of the com- 
munity have extensive audit and review structures, which will be ad- 
dressed tomorrow by Dr. Hall, the Assistant Secretary of Defense for 
Intelligence, and by other agencies as they appear before you. 

You are interested, I know, Mr. Chairman, in what this process pro- 
duces in terms of budgets. I am also interested in showing you what 
it produces in terms of results — the best intelligence in the world. As 
an introduction to these subjects, I would like to illustrate the intelli- 
gence problem our country faces. We live in a free society, which 
means that much of the information about our society is freely avail- 
able. This chart shows rather graphically, I believe, the comparison 
between the kinds of material which are freely available in our so- 
ciety but which are carefully controlled in the Soviet Union. 

[The chart referred to follows:] 

FREEDOM OF INFORMATION 
ON POLITICAL & ECONOMIC INTELLIGENCE 
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We have some controlled information also, and I believe we must 
have. But the availability of full and accurate information about our 
country should not lead us to think that the world follows our ex- 
ample. For instance, it is clear that Tass produces only what the 
leadership wants it to produce. Radio Moscow says and shows only 
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what is selected, and Soviet books, magazines and technical journals 
reveal only what has been approved. Our intelligence budget is how we 
overcome this difference in the availability of information. We read 
what' is made available, but we must learn more than that if we are to 
protect our country. 

This chart gives a conceptual representation of our problem. It com- 
pares the availability of open information about United States and 
Soviet weapons systems during the different stages of their develop- 
ment and deployment. As you can see, the U.S. process is not entirely 
revealed, but a large amount is reflected in our technical journals, in 
our congressional hearings and debates, and in the press at large. On 
the Soviet side, much of the basic research is published and included 
in scientific exchanges. Applied research, however, and the subsequent 
stages of test, development and deployment are conducted with only 
a slight degree of visibility. 

[The chart referred to follows:] 

US/USSR Weapons System Evolution 
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This next chart, again conceptual rather than specific, shows what 
this means in intelligence budgets, how much must be spent by each 
nation to learn what it must know about the other. Because of the free 
availability of much of our information, small expenditures are needed 
on the Soviet side, and their major expenditures are thus placed on 
the tactical coverage of the possible use and disposition of our weapons 
systems. 


* 
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[The chart referred to follows:] 

US/USSR Weapons System Evolution 

COST TO ACQUIRE INFORMATION 



This is reflected in their extensive use of signals intercept ships and 
their other ways of closely following the tactical movements of our 
forces. On our side, however, we must commit the substantial budgets 
I will discuss with you, to be able to determine the subjects of their 
applied research, the characteristics of the weapons systems being 
developed, and their production and deployment rates. Without these 
funds, we would be unaware of many of these steps. We could face the 
surprise with which the world received the news of the first 
Sputnik. We would be years l>ehind in the development of appro- 
priate countermeasures to a new weapons system. We would have largo 
areas of uncertainty about Soviet forces which could argue for exces- 
sive U.S. defense expenditures as insurance. 

Most of all, we would be unable to negotiate, agree upon and monitor 
limits on such systems such as SALT to bring about a more stable 
world. 

In this investigation, Mr. Chairman, you will discover the revolu- 
tionary advances which have been made in our technical, analytical 
and operational intelligence activities by the member agencies of the 
intelligence community. I believe you will find these investments neces- 
sary to our country, they are products of great value, and the budgets 
carefully managed and proper. 

Now, Mr. Chairman, with respect to the specific figures of the com- 
munity budget, I regret that I must ask you to go into executive session 
for this aspect of my testimony. 

On July 25, at your request, you were briefed with respect to the 
budget of the intelligence community in general and that of the CIA 
in particular. I would be pleased to give a similar briefing to all mem- 
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bers of the committee and answer any questions they may have. I re- 
spectfully request^ however, that such testimony be given in executive 
session. 

In making this request, I am mindful of the need for the intelligence 
community to win the confidence of the American people, and I am 
aware that a request to present a portion of my testimony “behind 
closed doors” appears to run counter to such an objective. Nonetheless, 
I believe the request is in conformity with the Constitution, the laws, 
and the long-established congressional procedures. I also believe it 
proper and just. 

As you know, I am bound by law to protect the foreign intelligence 
sources and methods of this Nation. (50 U.S.C.A. § 403(d) (3) ; § 403 
(g) ; 18 U.S.C.A. § 798; E.O. 11652, March 10, 1972.) I am, like the 
members of this committee, bound by my oath of office and by my own 
conscience to carry out the duties assigned to me— including that one — 
as fully and effectively as possible. The issue of whether the budget 
should remain secret is a fair one for debate, and I welcome this oppor- 
tunity to be heard on it. 

It is clear from the legislative history of CIA’s enabling legisla- 
tion that the Congresses of the post- World War II period believed that 
the financial transactions related to intelligence simply had to remain 
outside of public gaze. Subsequent Congresses have consistently reaf- 
firmed that position over the years —most recently in the Senate last 
June, when a proposed amendment requiring release of an annual 
budget figure for intelligence was rejected by a vote of 55 to 33. Both 
Houses of Congress have also adopted internal rules designed to pro- 
vide for a combination of detailed congressional oversight of Agency 
activities and maximum protection of sensitive information about 
intelligence operations. 

Existing laws and procedures are a focal point of your current inves- 
tigations and hearings. When this committee and the Senate Select 
Committee complete their proceedings and submit their recommenda- 
tions, the Congress may decide to change the ground rules under which 
we operate. 

If this happens, we will of course conform. But I must testify that I 
believe the Agency’s budget must be kept secret and that revealing it 
would inevitably weaken our intelligence. 

Many have contended that the secrecy of the Agency budget is in 
conflict with article 1, section 9, clause 7, of the Constitution, which 
states that “No money shall be drawn from the Treasury, but in Con- 
sequence of Appropriations made by law ; and a regular statement and 
account of the receipts and expenditures of all public money shall be 
published from time to time.” (As noted by the Supreme Court in 

United States v. Richardson , U.S. , 41 L. Ed. 678 (1974), 

“Congress has taken notice of the need of the public for more informa- 
tion concerning governmental operations but at the same time it has 
continued traditional restraints on disclosure of confidential informa- 
tion. See : Freedom of Information Act, 5 U.S.C. § 552 ; Environmental 
Protection Agency v. Mink, 410 U.S. 73 (1973)” at 687.) 

In fact, that very clause of the Constitution was settled on after de- 
bates in the Constitutional Convention that are part of another, less 
widely understood American practice — that concealment of certain 
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expenditures can be in the public interest. The so-called “Statement 
and Account” clause just quoted was not part of the original draft. The 
language first suggested by George Mason would have required an 
annual account of public expenditures. 

James Madison, however, argued for making a change to require re- 
porting “from time to time.” Madison explained that the intent of his 
amendment was to “leave enough to the discretion of the Legislature.” 
Patrick Henry opposed the Madison language because it made conceal- 
ment possible. But when the debate was over, it was the Madison view' 
that prevailed. And the ability of the drafters of the Constitution to 
envisage need for concealment is further indicated by article 1. sec- 
tion 5, clause 3 : “Each House shall keep a journal of its proceedings 
and from time to time publish the same, except such parts as may in 
their judgment require secrecy.” 

The option of confidential expenditures was given to Congress; it 
was first exercised at the request of President Washington, who in his 
first annual message sought a special fund for intelligence activities. 

Congress agreed and provided for expenditiu’es from the fund to be 
recorded in the “private journals” of the Treasury. A later Congress 
passed a secret appropriation act providing necessary funds to enable 
President Madison to take possession of parts of Florida. President 
Polk used secret funds to send “ministers” to Central America to gather 
information. Many aspects of budgets have been kept confidential 
throughout our history and intelligence activities have consistently re- 
ceived special treatment. In this respect, they are similar to other 
well-established American secrets — of the ballot box, of grand jury 
proceedings, of diplomatic negotiations, and many more. If secrecy is 
required to enable an important process to work, we Americans accept 
it. Intelligence is such a process — it is important to our country, and it 
will not work if exposed. 

Confidentiality about information having to do with intelligence or- 
ganizations and their activities is a worldwide practice. A cheek on our 
part has not turned up even one example of a government that pub- 
lishes its intelligence budget. There are intelligence organizations in 
Western democracies that are not in any way accountable to their legis- 
latures. Indeed two newspaper editors were jailed in Sweden a couple 
of years ago for publishing the fact that Sweden has an intelligence 
service and that it had relations with the United States. 

I do not refer to these foreign examples to urge that we copy them. 
We Americans want a responsible American intelligence service. Thus, 
CIA’s practice is far different from the foreign examples. Our rela- 
tionships with the Hill have been close over the years and oversight is 
far more extensive than may be realized. As the 04th Congress has 
organized itself, four subcommittees with a total of 38 Members have 
oversight responsibilities for CIA. 

Under existing guidelines, operational activities are reported solely 
to them (except that, pursuant to Public Law 93-559. ongoing covert 
actions are also reported to the two foreign relations committees) . I 
hold no matters secret from the oversight committees; instead, I have 
and exercise a responsibility to volunteer to them matters of possible 
interest. On substantive intelligence questions, I appear before many 
committees — notably those dealing with military and foreign affairs, 
atomic energy, space and economics. 
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In the first 7 months of this year, I appeared personally before con- 
gressional committees some .’19 times. So far as the Agency bud {ret alone, 
is concerned, I have made two presentations to the Defense Subcom- 
mittee of the House Appropriations Committee and one each to the 
congressionally designated subcommittee of the House Armed Serv- 
ices, Senate Armed Services and Senate Appropriations Committees. 
Additionally, I reported to them on the community budget. And my 
formal budget appearances are only the most prominent part of the 
fiscal exchange. 

I frequently answer questions on the budget during appearances on 
other matters. A very large number of my subordinates brief congres- 
sional bodies on various aspects of their activities. In connection with 
appropriations processes, we have so far provided written answers to 
well over 100 congressional questions on the fiscal year 1976 budget for 
this Agency. 

My emphasis on the worldwide and American practice of treating 
intelligence budgets as secret is not an argument for concealing the 
CIA budget from a strong oversight mechanism. This I have welcomed 
on many occasions, as I believe it an important element of the respon- 
sible intelligence service we Americans must have. The better the ex- 
ternal supervision of CIA, the better its internal management will be, 
to the benefit of all Americans. 


Instead, the need for a secret budget reflects the widespread convic- 
tion on the part of intelligence professionals, grounded in their intel- 
ligence experience, that public revelation of fiscal information would 
inevitably hurt our intelligence effort. The publication of a total budget 
figure for a single year, without more, might not be thought to' be 
a calamity. But limiting the public record in that way is not practical. 
The precedent would be established under which we would at the very 
least have to reveal a budget total every year. A trend line would be 
established, and a not-so-hypothetical intelligence analyst in another 
country would have something to work with. And there are intelligence 
analysis techniques which could easily be applied to such data? 

Look at this problem as we in intelligence look at foreign problems. 
For example, the Chinese have not published the value of their indus- 
trial production since 1960. But they have published percentage in- 
creases for some years without specifying the base, both for the nation 
and most of the provinces. It tool; one kev figure to make these pieces 
useful: When the Chinese publicly reported that the value of indus- 
trial production in 1971 was 21 times that of 1949, a figure which was 
public at the time. We could then derive an absolute figure for 1971. 
" *th this benchmark, we could reconstruct time series both nationally 
and province by province. If we begin releasing intelligence budget 
figures, others will be able to take scraps of information about the 
Agency and generally known financial trends such as inflation, and use 
a similar kind of analysis to draw conclusions or even identify hy- 
potheses that would put some of our operation in jeopard v. * 

For example, let us look at the development of the IT-2. Our budget 
increased significantly during the development phase of that aircraft, 
that fact, if public, would have attrac ted attention abroad to the* fact 
that something new and obviously major was in process. Tf it had been 
supplemented by knowledge (available perhaps from technical maga- 
zines, industry rumor, or advanced espionage techniques) that funds 
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■were being committed to a major aircraft manufacturer and to a man- 
ufacturer of sophisticated mapping cameras, the correct conclusion 
would have been simple to draw. The U.S. manufacturers in question, 
their employees and their suppliers and subcontractors would have 
become high priority intelligence targets for foreign espionage. 

And I have no doubt that the Soviets would have taken early steps 
to acquire a capability to destroy very high altitude aircraft — steps 
they did indeed take, with eventual success, but only some time after 
the aircraft began operating over their territory — that is, once they 
had knowledge of a U.S. intelligence project. 

Moreover, once the budget total was revealed, the demand for details 
probably would grow. What does it include? What does it exclude? 
Whv did it go up? Why did it go down? Is it worth it? How does it 
work ? ' 

There would be revelations — even revelations of facts not in them- 
selves — particularly sensitive but which would gradually reduce the 
unknown to a smaller and smaller part of the total, permitting foreign 
intelligence services to concentrate their efforts in the areas where we 
would least like to attract their attention. 

We — and I specifically mean in this instance both intelligence pro- 
fessionals and Member of Congress — would have an acute problem 
when the matter of our budget arose on the floor of the House or 
Senate. Those who knew the facts would have two unpleasant choices — 
to remain silent in the face of all questions and allegations, however 
inaccurate, or to attempt to keep the debate on accurate grounds by at 
least hinting at the full story. 

Mv concern that one revelation will lead to another is based on 
more than a “feeling. 5 '' The atomic weapons budget was considered 
very sensitive, and the Manhattan project was concealed completely 
during World War II. With the establishment of the AEC, however, 
a decision was made to include in the 1947 budget a one-line item for 
the weapons account. That limitation was short-lived. By 1974, a 
15-page breakout and discussion of the atomic weapons program was 
being published. Were the intelligence budget to undergo a similar 
experience, major aspects of our intelligence strategy, capabilities and 
successes would be revealed. The obvious result would be a tightening 
of security practices by hostile, secretive, closed foreign nations to 
deprive us of the knowledge we would otherwise obtain about their 
plans and capabilities to hurt us and our allies. 

In summary, Mr. Chairman, I have tried to view this question dis- 
passionately, as both an American and an intelligence official. I would 
like to be able to tell the American people about our activities. There 
is a great deal about the best intelligence service in the world we would 
lxj proud to tell, to bring into perspective what we have had to say 
recently about the missteps or misdeeds of the past. I am a long way 
from being an advocate of secrecy for the sake of secrecy; we have 
deliberately opened as much of our intelligence effort for public in- 
spection as we can— during this last year, for example, we have briefed 
and answered the questions of some 10,000 members of our public, 
from community leaders to the press, to visiting high school groups. 

But I do not believe that there is any constitutional or legal re- 
quirement that our budget be publicly revealed. Doing so would in- 
evitably hurt our intelligence product. It is reviewed privately in 
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depth and in detail in the executive branch and in the appropriate 
committees of the Congress. Knowledge of the Agency budget would 
not enable the public to make a judgment on the appropriateness of 
the amount without the knowledge of the product and the ways it is 
obtained. And such exposure to our citizens could not be kept from 
potential foreign foes, who, thus alerted, would prevent us from ob- 
taining the intelligence opportunities we need to protect ourselves in 
the world today. We have lost intelligence opportunities through ex- 
posure already. I believe it is my job under the statute to prevent this, 
so I urge that our intelligence budgets be kept secret and be discussed 
by this committee only in executive session. 

Mr. Colby. Thank you, Mr. Chairman. I would be glad to answer 
your questions. 

Chairman Pike. Thank you very much, Mr. Colby. You have cer- 
tainly given us a very fine and broad overview of the intelligence com- 
munity. You state, and I would tend to agree with you, that we have 
the finest intelligence-gathering operation in the world. Do we know 
what the Soviets spend for intelligence? 

Mr. Colby. We have some very rough estimates, Mr. Chairman, but 
we do not have anything I could give you as very solid. We make 
estimates from what we can see of their intelligence activities. The 
people we see abroad, their technical operations that appear in the 
world, and so forth. 

Chairman Pike. When you say “very rough,” are they rough plus 
or minus $1 billion, or are they rough plus or minus $100 million; 
what do you mean by “very rough” ? 

Mr. Colby. There is an asymmetry in the intelligenc activities of the 
two countries that makes it very hard to compare them. The KGB is 
a combination of the CIA, FBI, and the State police of the various 
States. It is a very large institution in the Soviet Union. It has a 
foreign intelligence mission as well, of course. It is supplemented by 
the G.R.U.j the military intelligence organization which conducts a 
large intelligence effort both abroad and through technical devices. 

Chairman Pike. Well, I heard what you said 

Mr. Colby. I can’t really 

Chairman Pike. You didn’t answer my question. I am asking you 
f or_ a frame of reference as to how closely we can estimate their in- 
telligence budget. 

Mr. Colby. Well, we did make a rough estimate of how many peo- 
ple might be involved in intelligence in the entire Communist world. 
That includes both the Soviets and the others, although the Soviets 
are the major element. It came in the neighborhood of 500,000 people. 

Chairman Pike. All right ; 500,000 people, roughly. And that is our 
estimate of their intelligence effort. Do you think the Soviets know 
what our intelligence effort is? 

Mr. Colby. They know a good deal about it, from the various 
books that have been published by ex-members of the intelligence 
community. 

Chairman Pike. Do they have a pretty fair idea of what it costs ? 

Mr. Colby. I think they have some estimates, but, no, I do not 
think' they know precisely what it costs. 

Chairman Pike. I didn’t say precisely. I said a pretty fair idea 
of what it costs. 
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Mr. Colby. Well, I think they have the same problem that we do. 
Mr. Chairman, where does intelligence stop and operations begin? 
There are estimates ... . 

Chairman Pike. Now we get into another area, which is a question of 
definition. I agree with you that is a very major problem. I was a little 
surprised to find the other day that the Director of the Bureau of the 
Budget couldn’t understand the question as to what is included in intel- 
ligence gathering and what is excluded. But my point is simply this: 
We can make estimates about how many people the Soviets have in 
intelligence-gathering operations; we are a tremendously open society 
and the Soviets probably make pretty accurate estimates about what 
we are spending for intelligence. So in the final analysis, the people 
who really don’t know it are the taxpayers who are paying for it, in the 
United States of America. 

Don’t you think really that the Soviets have a far better estimate of 
what we are spending for intelligence than the average taxpayer in 
America has? 

Mr. Colby. I think they have put a great deal of time and attention 
trying to identify that, and they undoubtedlv have a better perception 
of it than the average taxpayer who just takes the general statements 
he gets in the press. But — aiid that cojnes from the careful analysis of 
the material that is released. This does help you get a more accurate 
estimate of what it is. But there are still things in our budget that are 
clearly concealed, and it would be a surprise to the Soviets. 

Chairman Pike. Believe me, I don’t doubt for a minute there are 
things in our budget that are clearly concealed. You say at one point 
in your testimony that the foreign intelligence budget, I think it was, 
is found in some 20 different appropriations requests. Well, that not 
only conceals this foreign intelligence budget but it also makes all of 
these other figures in which it is concealed inaccurate, does it not? 

Mr. Colby. Well, they are in general terms. Generally, most of them 
are defense expenditures and most 

Chairman Pike. Yes, but they are not defense expenditures for the 
purpose for which the budget says they are defense expenditures, are 
they ? 

Mr. Colby. In all cases, no, there are certain expenditures 

Chairman Pike. So not only are you concealing your own budget, 
but you are fuzzing up all of the items in which these concealed items 
arc bidden so that they are wrong too ; & that not correct? 

Mr. Colby. And the Appropriation Committees of the Congress 
know about this and they are informed, specifically the Appropria- 
tions Committees that handle these matters. 

Chairman Pike. Mr. McClory. 

Mr. McClory. Thank you, Mr. Chairman. 

I want to-join in-commending you, Mr. Colby, on the excellence of 
your presentation, the very helpful manner in which you have 
apnroached this problem that we have jointly here 

Mr . Colby. Thank you. 

Mr. McClory [continuing] . Of our investigation and your problems 
of trying to cooperate and yet guard, as you must, the secrecy and 
confidentiality of much of the work that you carry on. I would judge 
that the American citizens know far more about their intelligence 
activities and the costs than the Soviet citizens know about their 
KGB. 
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Mr. Colby. And the citizens of any other country in the world, 
Mr. McClory. 

Mr. McClory. Right. And that the American citizens probably _ 
know more about the KGB than the Soviet citizens know about their 
own KGB. 

Let me say this with respect to the major projects that are carried 
on, such as the U-2, and we have heard more recently about others, 
the CIA doesn’t carry these activities on independently of authority 
from either the President or the President knowing about it or ap- 
proving it or at least having available to him knowledge and the 
opportunity to approve or disapprove? 

Mr. Colby. Certainly, any major project may actually be taken to 
the President. Certainly the expenditures, the budgets covering a 
variety of smaller projects are explained and justified to the Office 
of Management and Budget andjtp the National Security Council. 

Mr. McClory. Would you regard the U-2 operation, for instance, 
as extremely valuable to our country as far as our national security 
is concerned ? 

Mr. Colby. It not only was a breakthrough in our judgment of 
things in the Soviet Union from 1956 to 1960, a very large break- 
through in our knowledge of certain things there, it has keen extremely 
useful ever since and is still being used. 

• ■ Mr. McClory. We have heard more recently about another major 
project which is described as the Glomar Explorer. You have heard 
of that operation, haven’t you? 

Mr. Colby. I have heard about it, Mr. McClory. I am not at liberty 
to talk about it. 

Mr. McClory. Would you place that in the same category as the 
U-2 as far as its value for national security purposes ; could you 
answer that? 

Mr. Colby. I think I would rather just ask your permission not to 
discuss this in public session. 

Mr. McClory. Very well. 

Mr. Colby. I certainly would be prepared to discuss anything of 
this nature in executive session. 

Mr. McClory. It seems to me that one of the major objectives of 
this committee is not only to try to find out what our intelligence 
operations are costing and to determine whether or not we are getting 
value for what we are spending, but also to see if we can’t improve 
the community so that it operates much better as a coordinated opera- 
tion. Do you ieel that there is opportunity for improving the overall 
intelligence operations ? 

Mr. Colby. There are always things that can be improved in any 
large organization, in operations such as this. Second, the tech- 
nology is advancing, the problems of the world are changing, and we 
have to make our community flexibly respond to those changes. 

Mr. McClory. Isn’t it a fact that the defense intelligence units, 
the Air Force, Army and Navy, operate quite independently of the 
CIA and their budgets are developed independently or not in the 
same kind of coordinated way with you, as the nonmilitary intelligence 
activities? 
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Mr. Colby. No. I participate in a review of the military intelligence 
budgets and I make independent recommendations to the President 
about them. In the actual working, day-to-day working, there is an 
extensive effort to bring the working levels or the agencies together 
on both the CIA and the DIA. 

Mr. McClory. You are satisfied with the way they operate and the 
way they manage the financing of their operations, are you? 

Mr. Colby. I have no major problem. Certainly there are differ- 
ences of opinion which come up from time to time on minor things, 
but I think the broad range of it works very well. 

Mr. McClory. Don’t you think it is time for another Schlesinger 
committee or another Katzenbach committee to review the manner in 
which the intelligence community is operating and to try to get it 
to work a lot more efficiently and a lot more cooperatively in order 
to get better results from the intelligence activities that are carried 
on? 

Mr. Colby. I think that review is going to be conducted by this 
committee and by the Senate select committee in the coming months, 
very clearly. I think that in the course of this review, the committees 
will be informed of the excellent degree of coordination and coopera- 
tion that does exist in the intelligence community, the changes that 
have been made in recent years, and it may identify a few. additional 
changes that need to be made. I wouldn’t have any problem with that. 
But I think you will be impressed with the fact that it has moved 
ahead very vigorously. 

Mr. McClory. Thank you, Mr. Chairman. 

Chairman Pike. Mr. Stanton. 

Mr. Stanton. Thank you, Mr. Chairman. 

Mr. Colbv, who pays for the expenses of the intelligence community ? 
Not for the CIA, but for the community. 

Mr. Colby. The community staff is paid from the CIA budget. It is a 
part of the CIA budget. 

Mr. Stanton. About 99 percent — the expenses are about 99 per- 
cent paid by the CIA; is that correct? 

Mr. Colby. Of that particular staff. It is a very small staff, as Gov- 
ernment staffs go. Mr. Stanton. , 

Mr. Stanton. Where is the community operation located? 

Mr. Colby. It is located— it is located in the CIA Headquarters in 
the sense that the staff is centered there, but we expend quite a bit of 
effort wandering around to the other areas 

Mr. Stanton. That is in Langley, Va. ? 

Mr. Colby. Yes. . , ,, . , 

Mr. Stanton. How many committees does the intelligence com- 
munity’s U.S. Intelligence Board have? 

Mr. ‘Colby. Well, there are the three mam committees there, the U.b. 
Intelligence Board and 

Mr. Stanton. The total number. 

Mr. Colby. The three main committees that I mentioned. 

Mr. Stanton. Aren’t there 13? . 

Mr. Colby. There are 13 subcommittees of the U.S. Intelligence 

Board. 
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Mr. Stanton. Fine. Of those 13 committees, how many chairmen are 
CIA employees, and how many represent the rest of the community 
which by your own statement spend 80 percent of the intelligence 
dollar? 

Mr. Colby. They all have representatives of all the agencies that are 
affected by that problem on them. 

Mr. Stanton. What is — the question is, how many chairmen are 
CIA employees, and how many represent the rest of the community, 
which by your own statement spends 80 percent of the intelligence 
dollar? 

Mr. Colby. Most of the committees are headed by CIA employees or 
ex-employees. 

Mr. Stanton. Is it not a fact that 12 of them are headed by CIA, 
one of them — is it not a fact? 

Mr. Colby. No ; I think there are at least two. One is headed by a 

Mr. Stanton. Is Mr. Don Moore, a retired FBI, the only exception 
to that? 

Mr. Colby. No ; there is one committee which is headed by General 
Wilson, who is presently — it is presently headed by General Wilson. 

Mr. Stanton. And he had no previous CIA affiliation ? 

Mr. Colby. Well, he is an active-duty general in the U.S. Army. 

Mr. Stanton. He took over — when did he take over ? 

Mr. Colby. He took over about a year ago. 

Mr. Stanton. About 2 days ago, did he actively take over his 
committee? 

Mr. Colby. No, no; he has been the head of the Human Sources 
Committee 

Mr. Stanton. OK, 11 out of 13. Is Dr. Foster, a member of the TRW 
Corp., a member of the President’s Foreign Intelligence Board? 

Mr. Colby. Yes. 

Mr. Stanton. Isn’t it also true that TRW employees serve as staff 
members for the U.S. Intelligence Board ? 

Mr. Colby. As staff members? 

Mr. Stanton. That is correct. 

Mr. 'Colby. I can’t think of any offhand, but I know we occasionally 
make contracts and analysis contracts with various corporations, and 
I wouldn’t be sure one way or the other whether TRW has 

Mr. Stanton. Would you refresh your recollection when you go back 
and supply that answer for the record ? 

Mr. Colby. Certainly. 

[The CIA subsequently advised the committee that no TRW 
employees serve as staff members for the USIB.] 

Mr. Stanton. Moving from the Intelligence Board to the other 
major group that serves the community, the Intelligence Resources 
Advisory Committee. I understand it has no committees. So my ques- 
tion is, how many full-time staff does it have ? 

Mr. Colby. Very few. It has — part of the intelligence community 
staff services that committee. 

Mr. Stanton. Would you say two and then maybe about four part 
time? 

Mr. Colby. Yes; something on that scale, yes, more or less. It is 
merely designed to gather things together and surface issues. 
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Mr. Stanton. Right. Are they both full-time CIA employees even 
though CIA represents only 15 percent of the community s resources? 

Mr. Colby. The members of the Board are the 

Mr. Stanton. Answer the question directly, Mr. Colby. Are they 
both full-time CIA employees? 

Mr. Colby. One of them was — has only recently joined CIA, the 
principal 

Mr. Stanton. Are they both ? 

Mr. Colby. They are carried on the CIA budget. 

Mr. Stanton. Thank you. 

Mr. Colby. Yes. 

Mr. Stanton. You answer the question. 

Mr. Colby. They are carried on the CIA budget for convenience. 

Mr. Stanton. Thank you. Where are their offices? 

Air. Colby. In Langley. 

Mr. Stanton. At the CIA Headquarters ? 

Mr. Colby. Yes ; and they work for me as Director of Central Intelli- 
gence. and they do not work for me as the Director of the CIA. 

Mr. Stanton. Right. Mr. Colby, isn't the intelligence community 
concept just a sham, just a way to keep the CIA’s budget small by put- 
ting the dollai’s into some other department’s budget, particularly the 
expensive equipment dollars, but all the while making sure CIA con- 
trols the whole thing by means of this so-called intelligence community 
structure ? * 

Mr. Colby. No; it is not so. Mr. Stanton. The CIA has a function, 
particular function, of clandestine collection, of analysis, and of some 
of the more venturesome and further out scientific endeavors. These 
are the main functions that CIA focuses on. It does not involve the 
large exnenditurcs that involve the entire intelligence community 
effort. The intelligence community concept is an attempt to insure 
that the activities under the military which are undertaken for mili- 
tarv reasons are coordinated with the other intelligence activities, 
so that we do not look at just a part of the pie, but we look at the whole 
pie. 

Mr. Stanton. Isn’t it true, though, that, Mr. Colby, you in fact in 
your dual capacity exert the primary influence and control over all of 
these activities bv the intelligence community and that, the original 
design was set up bv vour predecessors? 

Mr. Colby. The President's directive to me is to take leadership of 
the community, and certainly I consider that as an obligation, but I 
do not control the whole community bv a long shot. Mv job is to get 
i< to work together well, and this is in conformance with the concent of 
the National Security Act of 1H47 which sets up the function of the 
Central Intelligence Agency and its Director a^ a centralizing work 
but allows the different departments to do departmental intelligence 
also. 

Mr. .Stanton. Mv time is up. 

Chairman Pink. Mr. Dellums. 

Mr. Dkllvms. Thank you verv much. Mr. Chairman. 

Mr. Colby. T have ar series of questions that I would like to ask you, 
most of them will probably — vou will not be able to answer in open 
session as I begin to sense a pattern of responses. 

Mr. Colby. Right. 
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Mr. Dellums. I am sure over today and Wednesday we will have 
ample opportunity to raise many of these questions but I would like 
to just start off with a few extemporaneous remarks that you have 
made. 

ilr. Colby. Right. 

Mr. Dellums. First of all, you indicated that the American people 
know more about their intelligence budget than any other foreign gov- 
ernment. I would like you to explain that. 

First of all, of 435 Members of Congress, only a handful of people 
are on the Special Select Subcommittee of the House Armed Services 
Committee that never reports to the full committee on whatever you 
talk to them about. You report to a special subcommittee of the Appro- 
priations Committee that never reports to the full Appropriations 
Committee ; thereby the full House of Representatives never receives 
this information, because of compartmentalization, secrecy, need to 
know, classifications above and beyond the three lawful classifications, 
where the highest one is top secret. Can you tell me how you can justify 
making a statement that the American people know about their intel- 
ligence community when I would daresay that the 13 of us here know 
little or nothing about, the intelligence community? How can the 
American people know about their intelligence community when wo 
don’t even know what the overall budget figure is and have to use some- 
one’s outside estimated budget of the total amount of the taxpayer’s 
dollars going into the intelligence community? That is to say nothing 
of all the myriad of programs, projects, and missions that are carried 
out. on a daily, weekly, monthly, and yearly basis about which we know 
nothing. ITow can you justify this statement beyond its simply being 
a rhetorical statement ? 

Mr. Colby. Because we responded to the requirements of the Con- 
gress and the wav the Congress has organized itself to handle these 
delicate secrets. We have reported to these committees in the forms 
that they have asked. We are also, the American public, of course, has 
also benefited from a vast number of leaks and statements about the 
size of the intelligence budget and what it does. Some of those leaks 
have hurt us rather badly, some of them have merely served to inform 
the population generally of what our general activities are. 

Mr. Dkm.it ms. I have two follow-on questions, but the first one that 
comes to mind is, have you ever leaked any information ? 

Mr. Colby. Have I ever leaked any information? 

Mr. Dkli.ums. Yes. 

Mr. Colby. Not consciously, no. 

Mr. Dellums. Second. I am sure that you would agree with me 

Mr. Colby. I have declassified a lot of things in public sessions, 
among other things. Xow, if that's leaking, I don’t know. I don’t want 
to get into a definitional problem here. 

Mr. Dellums. Mv next question is, I am sure you would agree with 
me there is validity to these hearings, that we have a right to raise 
these questions with you? 

Mr. Colby. Absolutely. 

Mr. Dellums. The Constitution requires that we oversee? 

Mr. Colby. Absolutely. 



130 


Mr. Dellums. Now I have one other question before I get into my 
specific questions with respect to your role, and it never came clear 
to me in the press, with the very large budget as Director of Central 
Intelligence, and with I am sure an awesome army of attorneys, why is 
it that you employed a private attorney with Government funds? I am 
sure that you have a battery of attorneys that could fill this entire 
room to provide you with information ? I would like very much to 
know why a public agency responding to a public body is using a 
private attorney in these proceedings. 

Mr. Colby. I can answer that with great pleasure. We do not have 
a large army of attorneys in the Agency. It would not fill this room, the 
number we have. We do have 

Mr. Dellums. Do you have access to the Justice Department, which 
is a Federal executive agency ? 

Mr. Colby. We have access. Our attorneys — our general counsel’s 
office these days is completely occupied in responding to the Freedom of 
Information requests, of which we now have something like 5,000 pend- 
ing. It is engaged in a series of legal cases around the country that have 
been brought against us and it was not able to man itself satisfactorily 
to handle the enormous increase in our legal problems here in the past 
year. 

Mr. Dellums. Thank you. 

Mr. Colby. Therefore I went out and deliberately thought it would 
be useful to engage an outsider who could come in and look at our 
problems from the fresh look of the outside, and I think I have gotten 
an extremely able and capable man, and I am very happy that wo have 
done.so.. We checked this out with the Department of Justice before 
we did it, and the Civil Service Commission. We found no inhibition 
against doing so. 

Mr. DELLUMS. Thank you. The reason that these hearings are taking 
place is because what you call leaks were made to the press. Just for a 
moment not even questioning that, let’s assume that in a free society, 
a democratic society, that the freedom of the press is very important. 
This is the same press that opened up the falsehoods of our involve- 
ment in Vietnam, opened up Watergate, opened up the impeachment 
and perhaps in front of us now are opening up the abuses of the intel- 
ligence community. Would you not agree that in a democratic society 
the press has a responsibility when they have information with respect 
to abuses that would force you to be accountable to the American people 
in a free and open society, that they would print those accounts and 
our responsibility would be to follow up as to whether those allegations 
are legitimate and your responsibility is to respond to us? 

The information that I have is, if no one ever opened this process up, 
many of these abuses might still be going on, and the intelligence com- 
munity would continue to be shrouded in secrecy. 

Mr. Colby. I have two points to make on that. Mr. Dellums. 

Yes, I do believe that the first amendment and the role of the press 
in America is an important part of the way we like to run our country. 
That is the reason we like to serve it because I believe in that kind of a 
country. 

The second thing is that these investigations are occurring because 
of some leaks that did occur but I think an investigation, in your in- 
vestigation, you will find that the various things that were done wrong 
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in our past were looked at by the Intelligence Agency itself in 1973, 
and that in that process we looked back at things and we corrected 
possible misdeeds. We did not need the outside stimulus to correct our- 
selves. We are getting the outside attention at this time because that 
experience eventually leaked. 

Chairman Pike. Air. Kasten ? 

Mr. Kasten. Air. Colby, it is my understanding that no funds can 
be spent on a covert action project like bribery or sabotage or surrep- 
titious entry unless such a mission is approved by the National Secu- 
rity Council. 

Is that correct? 

Air. Colby. There were two steps in that, Air. Kasten. First, the pre- 
vious rule was that any activity, any politically sensitive or major 
activity other than intelligence gathering would have to be approved 
by the committee of the National Security Council. Since last Decem- 
ber there is a provision of law that says that no activity can be con- 
ducted by CIA other than intelligence collection abroad, unless it is 
found by the President to be important to the national security, and 
second, is reported to the appropriate committees of the Congress. 

We are in conformity with that law today. 

Air. Kasten. So the CIA would be violating that law if one of CIA’s 
employees ordered one of those missions on his own ; is that correct? 

Air. Colby. Either the CIA or the individual would be, yes. 

Air. Kasten. Our staff has interviewed a CIA employee who served 
in the White House in recent years as a staff member of the National 
Security Council. He was not the CIA liaison man to the National 
Security Council staff. I want to quote from that staff interview with- 
-out at this time revealing his name. 

To begin with, Air. X would remain on the CIA payroll. This 
arrangement was evidently dictated by a rather small NSC budget at 
that time, and I might add parenthetically that lie remained on the 
CIA payroll of the Covert Action Section of the CIA. 

Continuing on — Air. X often had occasion to author draft recom- 
mendations for United States action in given areas. This draft would 
be cleared through Air. X’s immediate supervisor and sent to Dr. 
Kissinger who would then pass on the recommendation and send it to 
the President for his approval. 

Now comes the important part: These recommendations at times 
included covert action projects. 

Air. Colby, you are aware that nonintelligence covert action is illegal 
unless it is something and I quote from the law : “the National Security 
Council may from time to time direct.” 

Were you aware that such directives were coming from one of your 
own employees who had spent more than 20 years with the CIA, who 
at the time was on the payroll of the Covert Action Section of the 
CIA, and were you aware that this was happening while you were 
the Director of the CIA? 

Air. Colby. I am aware that we have certain people detailed to the 
National Security Council to help with the liaison and to do some 
other chores over there. 

Chairman Pike. Air. Colby, may I interrupt you for just a minute? 

I am going to ask these two cameramen to get out of the way. I 
frankly think you have done enough. When you start telling the wit- 
nesses where to sit so you can take pictures, you have gone too far. 
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Go ahead, Mr. Colby. 

Mr. Colby. We have detailed people there. We still do have people. 
When they go over there they are identified as CIA employees, and 
in certain cases we continue to carry them on our rolls. When they go 
over there, however, they work for the National Security Council, 
and their work for the National Security Council is as directed by 
the head, by the Assistant of the President for National Security 
Affairs. 

Their recommendations to him, to the President, are that Council’s 
business. They are not mine. 

As for — it was not illegal, pardon me. it was not illegal prior to last 
December for an action to be taken other than intelligence gathering 
by the CIA provided it was approved by the President, who might 
not choose to go through the National Security Council. The National 
Security Council is advisory to the President. It is an advisory body. 
It is not a separate entity in that sense. 

Mr. Iyastkx. The law says that unless such a mission is approved 
by the National Security Council. 

Are you saying that that is not correct ? 

Mr. Colby. The overall mission is approved. The overall covert, 
action mission is approved in a National Security Council decision 
memorandum. 

Mr. Iyastkx. Do you maintain then that one of your employees, 
when it is known or not known that he is a member of the CIA in the 
White House, is within the general guidelines of the law as you under- 
stand it, if ho in fact is directing covert action operations? 

Mr. Colby. He is not directing covert action operations. 

Mr. Iyastkx. Recommending, excuse me. 

Mr. Colby. He is making recommendations to the boss of the unit to 
whom he is detailed. 

Mr. Iyastkx. The OMB in the process of formulating the budget 
must at times adopt a skeptical or an adversary attitude. 

Mr. Colby. They do. 

Mr. Iyastkx. In requiring of executive departments to justify these 
budget requests. 

Do you think it is possible that this adversary relationship, this 
skeptical attitude, is possible with the CIA given the fact that three 
of the six OMB officers reviewing the intelligence budget. arc former 
CIA officials, and that the Deputy Controller of the CIA in this area 
is a former OMB official ? Do you think that this relationship works 
or is possible ? 

Mr. Colby. I think it does work because I have seen it work. I have 
seen these questions being taken all the way up to the President, where 
the OMB has taken one side of an issue and I have taken the other. 

As for the ex-employees of CIA when a man leaves CIA I do not 
think he should be branded for life. I think he has the same constitu- 
tional rights as any other American. 

Mr. Iyastkx. Thank you, Mr. Chairman. 

Chairman Pike. Mr. Murphy? 

Mr. Morphy. Thank you. Mr. Chairman. 

Mr. Colby, could you explain to us the arrangements or agreements 
between the CIA and the FBI on surveillance and counterintelligence 
responsibilities both in the United States and abroad? 
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Mr. Colby. It requires a great deal of detail but I think I can give 
you the rough outlines of it. Essentially, it is that the FBI is in 
charge of our internal security and counterintelligence activities in 
this country. 

Mr. Murphy. Getting specific on that, does the CIA furnish the 
FBI any technical assistance along the lines of intercepting wire com- 
munications or phone communications hero in the United States? 

Mr. Colby. With respect to the FBI, from time to time in the past 
we have given them equipment that they use. 

Mr. Murphy. How about personnel? Have you lent personnel? 

Mr. Colby. We have — I can't think of any that we have detailed 
over there to work with them. At times we work together on a foreign 
intelligence project which may exist here in this country. There arc 
many aspects of foreign intelligence that can be gathered in this 
country. 

Mr. Murphy. Can you recall at any time that the CIA aided the 
FBI with intelligence gathering devices or personnel on some prosecu- 
tion here in the United States? 

Mr. Colby. I can’t recall any. I certainly can’t recall any on domestic 
investigations in that sense although undoubtedly if we gave them 
equipment they may have used it for their own purposes wherever. I 
can’t remember any personnel on that sort of an activity, and the di- 
rect ives are quite clear on that, that we will have nothing to do with 
any active domestic activity. Our people will have no involvement in it. 

Mr. Murphy. To your knowledge has that ever been violated ? 

Mr. Colby. I have had a hard time on some of these kinds of ques- 
tions, Mr. Murphy, in the past, because I don’t know the past all the 
way back to 1D50 as well as 

Mr. Murphy. Since your tenure. 

Mr. Colby. Certainly since my tenure I have made it very clear that 
any collaboration bj r us with the FBI will be limited to foreign intelli- 
gence matters. 

Mr. MurpiiY. So there have been no violations since_you have been 
Director. 

Mr. Colby. There should have been none. 

Mr. MuRrHY. Regarding the celebrated case in Chicago about the 
Thai national and his working for your Agency, and his immunity 
from prosecution, would you supply to this committee the details of 
that incident? 

Mr. Colby. I can tell it in general right offhand. What happened was 
that this Thai gentleman was working for us in Thailand. He came 
here and, in the course of coming here, he smuggled some I believe it 
was opium in here. 

We discovered this in some fashion, and CIA took the case to 
the authorities, saying that this had happened. There were several 
other people involved in the incident. 

When tl lie question came for prosecution, we said that if he was pros- 
ecuted he was going to use, he was going to reveal the names of a lot 
of our officers and a lot of our activities in that part of the world, and 
consequently we urged that he not be prosecuted, that he be thrown out 
of the country but not prosecuted. 

Mr. Murphy. Mr. Colby, I have only 5 minutes and I wish you would 
supply the detailed history of that case. 
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Mr. Colby. I would be pleased to, Mr. Murphy. 

[The response to Mr. Murphy’s request is printed on pages 547 to 
551 of the appendix.] 

Mr. Murphy. You mentioned in your opening statement about the 
people in the United States and what they know about their intelli- 
gence community as opposed to the people in the Iron Curtain coun- 
tries. One of the things that disturbed me, Mr. Colby 

Mr. Colby. In other democratic countries. 

Mr. Murphy. In other democratic countries. How would you per- 
sonally reconcile morally and philosophically the idea that your 
Agency or operatives for your Agency could ever engage in or con- 
template assassinations? I would like your personal viewpoint on that. 

Mr. Colby. Mr. Murphy, I put out a directive in 1973 which said 
that CIA would not encourage, support, assist, or participate in an 
assassination. That has been my position for many years. I have con- 
sistently turned down any such suggestion, so I don’t have any moral 
justification, although I confess that I would not have resisted help- 
ing out the effort against Mr. Hitler in 1944. 

Air. Murphy. This is what I think is bothering the people of this 
country, not that we have an intelligence-gathering agency. I think we 
all would agree, at least I would agree personally, that we need it, but 
it is the activities that allegedly it has been engaged in, and this in- 
formation just doesn’t gibe with the principles of our country. 

You brought out the fact that our Founding Fathers provided for 
a secret budget on a number of things. I can find nothing in the Fed- 
eralist papers or in my study of history where they ever contemplated 
assassinations. 

Mr. Colby. I agree. I do not believe it. I am against it, and I have so 
stated a number of times, and I have so written directives to that 
effect a number of times. 

Mr. Murphy. Thank you, Mr. Chairman. 

Chairman Pike. Mr. Aspin? 

Mr. Aspin. Thank you, Mr. Chairman. 

Mr. Colby, I would like to pick up on a question a little bit about 
the funding of the intelligence community, if I might. We have had 
some discussions here now for a couple of days about how much con- 
trol OMB has over it, and how much control Congress has, and 
whether the numbers should be made public. 

I would like to ask about another part of that question. That is, is 
it possible that funds come to members of the Defense or organiza- 
tions within the Defense community from a nonappropriated source ? 

Let me give some hypothetical examples that have appeared in 
print, that the proprietary companies of the Agency make money, that 
they play the stock market, that they print money, that, for example, 
ITT offered the CIA money to destabilize in Chile. 

Now that offer was turned down but it was not turned down in a 
way that sounded, made everybody sound horrified, and Mr. McCone 
was involved and he was involved in the CIA. It kind of indicates 
that maybe that is not an outrageous request and maybe those kinds 
of requests had appeared before and maybe some had been accepted. 

The Shah of Iran is in that position because of the help that the 
CIA gave him back in the 1950’s. Maybe he might be willing to fun- 
nel a little money into the CIA. <■ 
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What I am asking is, is it possible that there is money that the 
CIA has available or other Defense Intelligence Agency organiza- 
tions have available to spend which does not come through the OMB 
and congressional process at all? 

Mr. Colby. Our rules on that are quite strong, that we must rest 
only on appropriated funds. However, in the process of our operations 
we do develop proprietary organizations which have an existence and 
a life of their own. A very few of these have made money, very few. 
Most of them lost money, but very few of them have made money . 

Mr. Aspin. What is the legal status of the money which they make ? 

Mr. Colby. The money in the past could bo used for the current 
operations of that particular project. 

Mr. Aspin. You mean that company? 

Mr. Colby. Of that company; yes. 

Mr. Aspin. Any other related activity from that company ? 

Mr. Colby. Second ? on an occasion in about I think it was 1973 we 
reported to our oversight committees that we had some surplus funds 
in one of these, and we wanted to make sure that it was known to the 
Appropriations Committee. The arrangement made at that time was 
that a certain amount of that money would be used by us in the sub- 
sequent year, approved by that oversight committee, and with a sav- 
ing of the appropriation necessary for the Agency for that period. 

We have since reviewed that procedure, and our general counsel has 
said that that is not appropriate. It doesn’t go through the entire 
appropriations process, so any surplus funds or any termination 
funds — we are terminating several of these companies now — lias l>ecn 
and will be turned over to the Treasury. That is the only disposition. 

Mr. Aspin. Without commenting possibly in open session on the 
validity of these various different sources, is it now the case that there 
is no possibility that any money being spent by the Defense intelli- 
gence community in any way would come from some other source other 
than through the OMB-congressional appropriations process? Can 
you assure us of that? 

Mr. Colby. I assure you that is our policy right now and I think 
that we have made the policy effective. We have put out the rules and 
the directives. 

Mr. Aspin. It has not always been that case, but it is the case now ; 
is that correct ? 

Mr. Colby. It clearly is the case. I really can’t comment too much 
on the past at the moment. We have that other case that I just de- 
scribed a few years ago, but it is very clear in my mind, Mr. Aspin, that 
there are intelligence services around the world that have gotten into 
an awful lot of trouble by developing their own sources of income, and 
I think mu's would also if it developed its own sources of income. 

Therefore, my position is very clear. We must operate only on 
appropriated funds. 

Mr. Aspin. Let me ask somewhat of a related question, but in a 
slightly different area, to make sure that we know who controls the 
thing. 

I noticed in your statement on page 14 you said down at the bottom 
there that : “The detailed financial auditing and controls are conducted 
within the member agencies of the community, however, according to 
their specific departmental regulations.” 



Does that mean that you as DCI do not conduct audits, financial or 
managerial audits, of the member organizations ? 

Mr. Colby. Other than CIA ? 

Mr. Aspin. Yes ; other than CIA. 

Mr. Colby. No; I do not conduct financial audits of the other 
agencies. 

Mr. Aspin. How can you be sure that there is no duplication in that 
case? 

Mr. Colby. I do have a preview of their budgets and their programs 
and I know what the products are, and what I have been trying to do 
over the past 2 years is to put together a system which will measure the 
difference. 

Mr. Aspin. How do you do that? I mean what is your mechanism for 
achieving that? 

Mr. Colby. The mechanism is management by objectives if you will, 
kind of a process where I set out 

Mr. Aspin. Who does the work for you on this ? 

Mr. Colby. I have this national intelligence officer staff and my intel- 
ligence community staff. We develop the objectives. We develop the 
key intelligence questions. We request the information from the other 
agencies about their programs, and how they apply to those. Then we 
measure performance against it. It has taken considerable time to 
develop this mechanism, and we are really just now in the evaluation 
procedure for last year’s performance. We ran through a trial effort 
last year, but the attempt then is to measure output or product against 
input or budgets put into it. 

Mr. Aspin. I will ask further when we come around again. 

Chairman Pike. Mr. Johnson? 

Mr. Johnson. Thank you, Mr. Chairman. 

Mr. Colby, your prepared remarks arc directed primarily toward the 
intelligence gathering activities of the intelligence community; are 
tliev not? 

Mr. Colby. Yes ; they are, almost entirely. 

Mr. Johnson. And, of course, it is those intelligence-gathering ac- 
tivities which prior to World War II resulted in the breaking of the 
Japanese code. Those kinds of activities I don't think anybody would 
argue with. It is the disclosure of the covert activities which have 
shocked the Nation so much, and to which I would like to address my 
remarks. 

Evidently you feel that covert activities such as assassinations 
should be stopped. 

Mr. Colby. I do. . 

Mr. Johnson. And you have made that kind of directive, but that 
directive could be changed by yourself or by subsequent directors of 
the intelligence community. 

Mr. Colby. I suppose it could. That is my position but _ _ t 

Mr. Johnson. Would you favor a statutory prevention or prohibition 
of that kind ? 

Mr. Colby. It would be a little hard to write it, but I think I would 
have no problem with it. I agree with the directive that we not be 
allowed to do that. The actual writing of the statute might be a little 
difficult. 
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Mr. Johnson. That would be our responsibility, of course. 

Mr. Colby. Yes. 

Mr. Johnson. If we could do it that would be fine. You would not 
disagree with that. 

Mr. Colby. I would not disagree with it. 

Mr. Johnson. What would be your attitude then with respect to 
some of the other kinds of covert activities which have received so 
much attention, such as the paramilitary operations in Laos and Cam- 
bodia and the assaults on Cuba? Would you have the same attitude 
toward them ? 

Mr. Colby. No, I would not have the same atitude toward that. This, 
of course, is an activity that is almost entirely CIA alone. I think that 
CIA has done a very fine service for our country over the past 20- 
odd years in this field. We have made some mistakes. The Bay of Pigs 
didn't work obviously. 

Mr. Johnson. These are generally not intelligence gathering acti- 
vities however. 

Mr. Colby. No, they are beyond the intelligence gathering. 

Mr. Johnson. When we get beyond the intelligence gathering we 
get. into these covert 

Mr. Colby. No, no, I believe that CIA has made a major assistance 
to our country in this field over the past years. 

Mr. Johnson. I am not trying to argue that. 

Mr. Colby. Right. 

Mr. Johnson. I am just trying to establish the policymaking activ- 
ities of this kind of program as opposed to the intelligence gathering. 

Mr. Colby. Surely. 

Mr. Johnson. You are actually involved in policymaking when you 
make these kinds of determinations that you are going to involve your- 
selves in that kind of activity. 

Mr. Colby. We say we are not involved in policymaking because 

C ol icy is made by our superiors in the National Security Council or 
y the President. We may be recommending certain actions. 

Mr. Johnson. Are alt those kinds of covert activities approved by 
the President ? 

Mr. Colby. Either by the President or by the committee underneath 
him. 

Mr. Johnson. There is a great distinction between whether the Presi- 
dent has done it or whether some subcommittee like the 40 Com- 
mittee has done it. 

Mr. Colby. It is the question of the degree of . activity. It is so 
important that it has to be brought specifically to his attention? 

Mr. Johnson. There is an- article by a man named Blackstock that 
appeared earlier this year in “The Armed Forces in Society.” It has 
this statement in it : 

Since the beginning of the Cold War, almost half of CIA’s clandestine assets 
have been diverted from the primary task of collecting information, as envisaged 
by those who established the CIA in 1947, to political warfare and paramilitary or 
even covert military operations, as in Laos and Vietnam. 

Would you care to comment on the accuracy of that? 

Mr. Colby. Without getting inio specific percentages, Mr. Johnson, 
when CIA was established in the late 1940’s and early 1950’s a very 
substantial proportion of its budget was devoted to political and para- 



138 


military operations. This continued through the. 1950*8, through the 
1960’s, and essentially in the last 5 years has tapered down to almost 
nothing. There is some but not very much. 

Mr. Johnson. We will say a large proportion then has been in the 
past? 

Mr. Colby. It tapered down over this time but there is no question 
about it that during the 1960’s we were very heavily involved in South* 
east Asia. During the 1950’s we were very heavily involved in con- 
testing the Communist effort to monopolize the word “peace.” 

Mr. Johnson. Were all these activities reported to the committees 
of Congress or the subcommittees of Congress? 

Mr. Colby. At the time I think you will find that the general policies 
and the programs were reported. 

Mr. Johnson. In great detail ? 

Mr. Colby. In the detail requested at the time and I think that was 
adequate detail for decisionmaking about them. 

My. Johnson. Mr. Colby, we have in the Congress no independent 
means of verifying what is told to us by the Director, have we? 

Mr. Colby. Well, you have a very active press working on it and you 
have some investigations. 

Mr. J ohnson. They don’t work for us. 

Mr. Colby. You have some investigators on the different com- 
mittees of the Congress who do travel around, talk with our people 
abroad, look into the specifics. 

Mr. Johnson. Isn’t it true though that the information that the 
Congress collects comes from the Director primarily and that if the 
Director withholds information or distorts it or misrepresents it, that 
- - - - the Congress really has no independent means of establishing those 
facts? 

Mr. Colby. I have trouble with that because there are too many inde- 
pendent ways of finding things out in our society. For one thing, from 
the consciences of our own people, Mr. Johnson. I think the people who 
work in CIA are people of integrity, and they would not sit still to a 
coverup. 

Mr. Johnson. My time has expired. 

Chairman Pike. Mr. Milford ? 

Mr. Milford. Thank you, Mr. Chairman. 

Mr. Colby, there has been a considerable amount of discussion about 
congressional and public knowledge of intelligence activities. I tend to 
. agree with your statement that public revelation of intelligence budget 

figures and other-intelligence activities could very seriously compro- 
mise our overall intelligence missions. 

Let me ask you this concerning congressional knowledge. What com- 
mittees in the Congress have access to CIA and intelligence 
information? 

Mr. Colby. Information? Well, we have testified before a wide 
variety on the substance of what is going on abroad. We had testimony 
to the Joint Economic Committee, the Joint Atomic Energy Commit- 
tee, the Agriculture Committee of the House. 

Mr. Mn,FORD. You mentioned two committees. 

Mr. Colby. The Armed Services and Appropriations of course, and 
Foreign Affairs. 
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Mr. Milford. I was thinking particularly of oversight committees 
on intelligence matters. 

Mr. Colby. For the second level, what we do. Mr. Milford, is we tes- 
tify on what you might call three levels. One level is open testimony, 
for example, today, in which we give as much as we can in the open. 
If we can’t, why we stop at that point. 

'The second level is testimony about the substance of what is happen- 
ing in the world. This may be gathered from the most sensitive of 
"sources, and it is given to these other committees as they are interested 
in the problem, whatever the appropriate committee. 

The third level is our operational details of how we do things, rather 
than what we have learned about the rest of the world. That third 
level we give only under the congressional precedents, we give only to 
the Armed Services and Appropriations Subcommittees, and of course 
to this committee with the charter that the House has given it and the 
Senate Select Committee, and in this new system started last December, 
we now report any activity other than intelligence gathering to the 
two F oreign Relations Committees. 

Mr. Milford. Do the members of these congressional committees, 
this third level group that you spoke of here, have total access to all 
intelligence functions, budgets activities, documents, et cetera ? 

Mr. Colby. They have as much as they would like. That is the com- 
mitment I have made to the chairman of those committees, that there 
are no secrets from them, that I will answer any question, and further 
that I have a positive obligation to bring to their attention things they 
might not know about that they should know. 

Mr. Milford. Can you supply this particular committee with a com- 
plete organizational chart of the intelligence community including all 
advisory boards and committees? This composite chart should include 
names and titles of key officials, flow lines for command and coordina- 
tion functions and should be accompanied by a descriptive narrative 
which will permit complete understanding of the community organiza- 
tion and departmental and segmental functions. 

I realize that such a chart will probably be confidential and there- 
fore would request that you submit it through the usual security 
procedures. 

Mr. Colby. I certainly would. I would like if possible to work with 
some staff member to be sure that what we have is responsive to what 
you are looking for. 

[The materials subsequently provided in response to Mr. Milford’s 
request are. printed on pages 383 to 394 of the appendix.] 

Mr. Milford. OK. 

One final area I would like to get into. 

Could you define and describe the various security classification for 
documents used within the administration? This is something about 
which I am personally confused. 

Mr. Colby. There are three general levels of security — confidential, 
secret, and top secret, and they are defined in an Executive order. 

One of the ways you run intelligence, however, is to do what we call 
compartmented things. We put them in narrow compartments accord- 
ing to the need of certain people to know things. If you do not need to 
know it, then you do not get access to it. There are some things that 
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people working on the Far East, for example, need not know about 
our operations in the Soviet Union, and we obviously want to keep 
those to as small a number of people as possible, because as the number 
of people involved in a secret grows, so the chance of its exposure also 
grows. Therefore we have a variety of compartmented systems, which 
would take particularly sensitive operations, and set up certain ground 
rules for how that information is to be handled, distributed, made 
available to designated people, and this normally involves a specific 
briefing so that the individual is aware how sensitive it is. It then 
involves a commitment by him to undertake never to reveal the mate- 
rial he is being told in this form, and he is then given certain access to 
this particular material. 

There are a number of those different compartments. 

Mr. Milford. Does your office write the regulations concerning se- 
curity classifications? 

Mr. Colby. Yes, my office in the sense of, yes, the U.S. Intelligence 
Board and the Director of Central Intelligence directives cover most of 
these. 

Mr. Milford. I would finally ask you that if there is such a regulation 
or documents, we be supplied with a copy of them. 

Thank you, Mr. Chairman. 

Mr. Colby. Certainly. 

[The material requested by Congressman Milford is available in the 
committee files.] , 

Chairman Pike. Mr. Hayes ? 

Mr. Hayes. Thank you, Mr. Chairman. 

Mr. Colby, in your testimony before the Appropriations Committee 
on January 15 in the Senate, you indicated the role of CIA as you saw 
it, and you outlined three major functions. You said that other agencies 
play essential roles, but that CIA has three major functions in intelli- 
gence work. 

I have been bothered by that statement. As I read the National Se- 
curity -Act of 1947, specifically section 102(d) (3), it would seem to 
read to me that CIA’s role at that time, and according to the debates 
in committee, and the transcripts of the deliberations on that legisla- 
tion, it would indicate to me that the CIA was going to be restricted. 

There is much put to the words “correlate and evaluate,” to those 
two terms. It is even emphasized further. It goes ahead and says “Pro- 
vided further that the departments and other agencies of government 
shall continue to collect, evaluate, correlate and disseminate,” so that 
between the writing of that act and your testimony, there appears to 
have been a growth in the definition and role of CIA. 

"Would you care to comment on that, particularly as to how you see 
such a statement emanating at this point that other agencies do play 
essential roles, but after all, CIA has these major functions? 

You even said in your testimony, January 15, “To conduct clandes- 
tine operations to collect foreign intelligence.” There was no place 
really where that role was outlined that I could see in the committee 
reports at the time or in the deliberations. 

Air. Colby. I think it was clearly intended to be included under sub- 
section 5, “To perform such other functions and duties related to intel- 
ligence affecting the national security as the National Security Council 
may from time to time direct.” 



Mr. Hayes. Y es, I thought you would say that. 

If that is the case, then why did other ad hoc bodies grow uj>, such 
as EXCOM, which by the way was excluded from the chart which we 
saw here ? 

' Mr. Colby. Other bodies grew up in order to insure the coordination 
of the various intelligence collecting activities of the Government as 
a whole for one, and second, in order to allow me a vehicle through 
which I could participate in the decisionmaking about some of the 
other major programs of the Government, even those not under CIA. 

Mr. Hayes. So that you don’t believe that the National Security Act 
is adequate or has been adequate over the years to handle the input of 
the Director ? 

Mr. Colby. No, the National Security Act was deliberately written 
according to the tradition of intelligence at that time to use some very 
broad general language, because at that time we were in the thought 
process that people don’t talk about intelligence. You just go do it 
quietly, but it never comes out in the public. We are in a different world 
today, but that was certainly the approach used in 1947, and conse- 
quently these broad grants of authority were put in the act with the 
idea that they would be supplemented through classified directives of 
some sort, as they have been. 

Mr. ITayes. Aiid so the growth in importance then of something like 
EXCOM is so important that we don't even really discuss it. We don’t 
even have a chart on this set of charts. You did in the handout that 
came along, that we came by here, which is not a classified document 
at all. Apparently it was one of the handouts that you gave us. 

Mr. Colby. I am not sure what you are referring to, Air. Hayes. This 
subject I would like to go into in executive session. 

Mr. Hayes. Do you think it is secret? I have the handout here and 
EXCOM is mentioned in three places, the program budgeting cycle 
of the U.S. intelligence community. 

Mr. Colby. I believe that is a chart I withdrew before sending the 
published version down here, and for that reason, that there are some 
classified mutters on that. 

Mr. Hayes. A la the tradition of 1947 that we don’t discuss those 
things. 

Mr. Colby. No; there arc some really useful, very useful reasons for 
keeping a particular area of activity secret and I hope to keep it 
secret. 

Mr. Hayes. You see, Mr. Colby, this is one of the problems that I 
seem to meet. 

Mr. Colby. That may have been 

Mr. IIayes. This is one of the problems I seem to be constantly 
coming across as I look at testimony that you have given to the Con- 
gress over the past 6 or 7 months, and I look at the statute and I look 
at the debates and it would appear to me that the intent at the time 
was to relegate CIA to a correlation and evaluation agency, but in 
fact you have grown like the proverbial Topsy, and assumed certain 
responsibilities saying that you can do so under a broad grant of power 
which I really don’t see evident in the statute and in the debates. 

Mr. Colby. In 1947, ns I said, the debates did not discuss some of 
these delicate matters. I think it was very clear that the United States 
was reestablishing an intelligence agency — the previous model had 
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it essentially picked up the jobs done by that office. Of course the 
appropriations and the various reports of our activity along these lines 
have been generally known for years, and no objection has been made 
against them. 

Mr. Hayes. My time has expired. 

Thank you. 

Chairman Pike. Mr. Lehman? 

Mr. Lehman. Thank you, Mr. Chairman. 

Mr. Colby, would you like to comment yes or no in regard to the 
alleged proprietary companies, the proprietary organizations that are 
owned by CIA, in this open session ? 

Mr. Colby. I would not like to talk about individual companies. 

Mr. Lehman. Fine, but I ask do you own proprietary companies? 
Could you answer that yes ? 

Mr. Colby. Oh, do we have them? Yes; we do have them. 

Mr. Lehman. Do you think that the American public would ap- 
prove in your opinion of the CIA owning such companies in our kind 
of a capitalistic competitive society? Do you think the American peo- 
ple would approve of this ownership, I mean just from the standpoint 
of philosophy ? 

Mr. Colby. Oh, yes, I think the American people would approve 
of the fact that we use these for necessary purposes, and that we 
conduct them under a number of restraints to make sure that they do 
not adversely affect the free competition. 

Mr. Lehman. On this Advisory Board, the President’s Advisory 
Board, it seems that you have basically an elitist tvpe of advisory 
group to the President. I notice in the membership there is no repre- 
sentative from environmental groups, no senior citizens, no church 
people, and no consumer advocates. Yet, this is supposed to be an 
advisory group of prominent citizens. To me it is an advisory group 
basically of the military-industrial complex. 

I don’t think they speak for the mainstream of American citizens 
in regard to the kind of intelligence community or intelligence opera- 
tion thev want. 

Wo\dd you care to comment on that problem? 

Mr. Colby. Mr. Lehman. I have no voice on who is appointed to that 
board. The appointments to that board are made bv the President. I 
think the gentleman and ladv on that board are- highly prominent, 
highly qualified American citizens. I would notice that the com- 
mission appointed bv President Ford to look into the CTA’s activity 
did include a prominent labor official. I don’t recall any particular 
environmentalist, on it but I think there has been an attempt to have 
that kind of representation. 

Mr. Lehman. I won't pursue that at this point. Yon say it does not 
adversely affect the community in which these proprietary organiza- 
tions operate, but, when making up your budget, do you look at the 
balance sheet, the profit and loss statements of these various pro- 
prietary corporations, in order to determine what kind of a budget, 
you aro going to need for the coming year, because whether they malce 
a profit or loss would determine the kind of allocations and appro- 
priations you would need. 


143 


Do you examine these balance sheets and profit and loss statements? 

Mr. Colby. Their accounts are very vigorously followed. They are 
audited every year by an independent audit and they get a great deal 
of attention. 

Mr. Lehman. Do they file regular corporate income tax returns? 

Mr. Colby. They do, and if a request to look into the specifics of 
them come, then we would negotiate with the Internal Revenue 
Service abouiFhow to handle that. 

Mr. Lehman. Just to pursue that a little bit further. In Miami, 
in the Dade County area that I represent, there has been a great deal 
of activity and there have been allegations of 50 or more different 
proprietary organizations. For example, I was in the used car business 
m Miami for approximately 30 years, and all of a sudden, in about 
1960, there was a sudden economic miracle among the Cuban used 
car dealers. I remember, I tried to buy used cal’s and suddenly I was 
competing against a lot of new companies. If the businessmen in Miami 
thought we were competing against an intelligence unit of the U.S. 
Government wo wouldn’t have dared to do that. What I am trying to 
get at is, I think you are setting up a very dangerous situation in this 
country if you continue to operate proprietary companies in competi- 
tion with privato enterprise and small businesses, who are actually 
hanging on by their fingernails for their existence at this time. 

I know it can be detrimental. I don’t know how* you can shelter these 
companies from not being part of the mainstream of the business 
community in which they deal. I think it is kind of a situation that is 
nonconducive to the general thrust of the American economic system. 

ITow do you protect a filling station or a boat, company from com- 
petition from CIA working capital? The most important thing a busi- 
ness can have is working capital to succeed. That is what I am con- 
cerned about, that you supply the working capital and make unfair 
competition for American business. 

Mr. Colby. Mr. Lehman, I am sure that in these investigations we 
will be able to reassure you that we run these kinds of operations to 
provide a cover for some intelligence objective. They normally lose 
money, and we normally do as little legitimate business as we can and 
still appear to be a business. 

Mr. Lehman. The last people I want to compete against is a losing 
company because they are the toughest kind to compete against. 

Chairman Pike. Mr. Field ? 

Mr. Field. Thank you, Mr. Chairman, and good morning, Mr. 
Colby. 

I would like to follow up on a few questions primarily dealing with 
budget and funding and that type of thing and again to try to keep 
it simple and make the record clear. 

_ We have heard from GAO that they do no auditing of the intel- 
ligence community for a number of reasons. We have heard from OMB 
that they do no auditing of the intelligence community. 

My first question is : Does the intelligence community staff or does 
the intelligence community in any way conduct a financial audit of 
the intelligence community? Do they look into the cost-benefit of 
various programs, particularly as they may relate across department 
or agency boundaries ? 
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Mr. Colby. There are two answers to that. The first, is that the indi- 
vidual agencies conduct their own audits. CIA for, instance, audits its 
own stuff. The Defense audits its own material in the financial audit 
category, and the intelligence community staff does not have an inde- 
pendent audit in the strict sense of the word “audit.” 

Mr. Field. Could I just stop right there? 

So there really isn’t any sort of comprehensive audit that is taken 
throughout the entire community. 

Mr. Colby. There is an overall review. I would not cull it an audit, 
an overall review of the effectiveness, which is this process that I de- 
scribed that we have been setting up for the last couple of years, of 
identifying the objectives and then developing an evaluation process 
to see how well we are performing against those objectives, and then 
relating those to the investments. made in those activities. 

Mr. F iEi.n. I would like to go through a few points. One would be 
that clearly the intelligence community staff as we know it, which is not 
very large, couldn't do this anyway. 

Mr. Colby. Right. 

Mr. F ikld. So. with its small size, really what we are saving is nobody 
looks at the whole thing to see if there is duplication. We know in the 
early 1070’s there was a rather critical report issued from OMR talking 
about duplication, saying that there, was a great deal of it. It looks to 
me as though at the intelligence community level, there has not been 
an extensive effort to try and ferret this out. 

Let me go down into the CIA. 

Mr. Colby. All right. 

Mr. F i eld. It may happen in other agencies. 

Mr. Colby. If I may, I don’t want to leave the wrong impression 
here. There is an attempt to evaluate the performance against invest- 
ment on the. part of the intelligence community staff. That is this 
management process. 

Mr. Field. Is that done by the Resources Advisory Committee staff? 

Mr. Colby. It is done by the whole intelligence communitv staff 
which participates in it. There are the three main divisions: Manage- 
ment planning and resources review, product review, and collecting 
and processing assessment. In other words, those three elements of the 
staff, and those are the three elements, look at how those different 
elements of the intelligence process are performing. 

Mr. Field. Thank you. 

Within CIA you have compartments. You have commitments in 
other branches of the. intelligence community. Is embody cleared, is 
any accountant or any financial person cleared, to look across com- 
partments? Wo have this compartmentation problem. Ts anybody 
cleared to look at all the compartments from the financial point of 
view? 

Mr. Colby. The Insoector General has the right to look at anything 
he wants to in the building. 

Mr. Field. Does the Inspector General do across-compartment 
reviews ? 

Mr. Colby. On occasion, or the comptroller. The comptroller of CIA 
looks at the activities of all the different elements of CIA. 
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Mr. Field. It was my understanding that the Inspector General 
used to do this, and that he has stopped doing it. Is that correct? 

Mr. Colby. For the last year or two he has been almost entirely ab- 
sorbed in these various investigations, and looks back into the past. 

Mr. Field. So nobody right now is conducting an across-compart- 
ment, financial cost/benefit audit? 

Mr. Colby. Several people are doing it. The comptroller is doing it. 

Mr. F ield. He does auditing across compartments ? 

Mr. Colby. Cross compartment throughout the agency, and the audit 
staff which is an element, a separate element, reporting to me admin- 
istratively in the Inspector General’s office. 

Mr. Field. So we don’t have one across the community, but we do 
have one across CIA ? 

Mr. Colby. Yes. 

Mr. Field. Would you be willing to provide the committee staff with 
this audit? 

Mr. Colby. Certainly. I expect to cover this on Wednesday. 

Mr. Field. We have not yet identified the fact that it exists. We 
have asked for it. 

r lhe next question would be who really runs this community, and 
I think we have heard a lot of testimony, and I would like to* bring 
it together again. Wo have seen how the expense of the intelligence 
community staff is paid for by the CIA. There are hi subcommittees 
and committees of the Intelligence Hoard. They are chaired, 11 of 
them, bv CTA people. The staff of the liesource Advisory Com- 
mittee is CTA. \ou, yourself, are the head. You are the Director 
of Central Intelligence. Wouldn’t it be a fair statement that the CIA 
really runs the intelligence community almost as a management group, 
and that the other agencies, although they do participate in manage- 
ment by and largo, provide a lot of the equipment, facilities, man- 
power, that type of thing ? 

Mr. Colby. No; I don’t think so. I think thrive is a very clear differ- 
ence between the people who work on community matters, although 
they are carried on the CTA budget for convenience, and on the other 
hand, the people who work in CIA on CIA affairs. There is frequently 
a lot of debate between people as to how they are working between CIA 
and another agency. 

Mr. Field. Let me phrase my question in another way: Let's say 
that there was a committee that is not on this chart that we saw here, 
and it was a very important management committee that made execu- 
tive decisions. Who would be the chairman of that committee, which 
has now got the executive control and the operational control of the 
entire intelligence community? Who would be the head of that, if that 
kind of a committee were set up? 

Mr. Colby. I suppose I would be. That is the concept. 

Mr. Field. Would that not put the CIA and you in charge? Let me 
ask you a different kind of question : IIo_w would you tell the Secretary 
of Defense that he should not have a certain program ? 

, Mr. Colby. I tell the President that he should not. I have done that 
m my annual recommendations. 
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Mr. Field. Wouldn’t he say what you are really trying to do is build 
up CIA? You say, “I think this ought to be over in CIA and not in 
Defense.” Haven’t you got a conflict of interest here? 

Mr. Colby. I obviously have two different jobs, and one job is the 
community job and one job is running CIA, but I try to distinguish 
those two jobs and try to make the community worlc together, and 
still exploit the very substantial benefits that are available from the 
kind of talent and flexibility that CIA represents. 

Mr. Field. Thank you. My time is up. 

Chairman Pike. Mr. Colby, earlier in response to a question from 
Mr. Dellums, you stated, I am sure very accurately, that you have never 
leaked any information consciously but upon occasion you have declas- 
sified information. Now, this is an advantage that you seem to have 
over any Member of Congress, folks. You can classify information, and 
then when you find it appropriate to do so, you can declassify infor- 
mation. We are told that we can neither classify information nor 
declassify information. 

When I write you a letter, I write you a letter and make a carbon 
copy of it for my files, and when you write me a letter, you write me a 
letter, stamp it top secret, and while I can tell people what-I said to 
you, I can’t tell people what you said to me. 

I have just sent to you a letter which you wrote me 4 or 5 days ago 
stamped “Top Secretj” and all the letter is is a letter of transmittal. 
You are sending me some charts and some other pieces of paper. Would 
you just tell me why that letter has to be top secret? 

Mr. Colby. Because it includes with it as attachments a number of 
top secret documents. 

Chairman Pike. Oh, yes, but there are some other things that are 
included as attachments which are marked unclassified. They are not 
marked Top Secret. Why does the letter have to be top secret? 

Mr. Colby. Because if you don’t mark it secret or top secret, and 
you attach classified documents to it, then the matter can be handled 
in an unclassified fashion. 

Chairman Pike. I am talking about the letter itself. This is a letter 
which you wrote to me. Why can’t I show that letter to anybody I 
want to? 

Mr. Colby. I think there are certain things in it. 

Chairman Pike. .Tust the letter, not the attachments, just the letter. 

Mr. Colby. This happens frequently, this kind of a problem fre- 
quently happens with respect to our material. I can’t go through every 
document that I produce, Mr. Chairman, and separately classify each 
page. 

Chairman Pike. This is your letter. Who classified it? 

Mr. Colby. I classified it. It was classified because it incorporated 
with it a lot of other documents. Now, I did not take the effort of sep- 
arately classifying each page of these documents, and I know that 
the material going with this letter included a lot of highly classified 
material. 

Chairman Pike. Mr. Colby, earlier 

Mr. Colby. I would be glad to review this if you want to release this 
particular letter. 

Chairman Pike. Oh. no, I don’t want you to release that letter, Mr. 
Colby. I have lived with this for 14 years. I have drowned in pieces of 
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paper stamped top secret that had no right to be stamped top secret 
whatsoever. The Presidential directive that you referred to earlier 
establishing these categories defines top secret. The test “shall be 
whether its unauthorized disclosure could reasonably be expected to 
cause exceptionally grave damage to the national security.” Now, that 
letter isn’t going to cause exceptionally grave damage to the national 
security. 

[Committee note: The order referred to is Executive Order No. 
11652 of Mar. 10, 1972; 37 FR 5209. Se< pages 431-11.] 

Mr. Colby. Some of the documents attached to it would, Mr. Chair- 
man. 

Chairman Pike. I am not talking about the documents that are 
attached to it. 

Mr. Colby. No. 

Chairman Pike. It also says in this same Executive order, “This 
classification shall be used with the utmost restraint.” Do you have 
any idea how many documents have been classified top secret just in 
the last 6 months? 

Mr. Colby. No, but I know that very strict limits on who can classify 
things top secret have been set up and that we have procedures for 
reviewing these matters. We are hopefully trying to reduce exactly 
the tendency that you are complaining about of overclassifying and 
as you suggest you are right. 

Chairman Pike. Mr. Colby, that is what this Executive order was 
all about when the President issued it. In fact, he started off saying, 
“The interests of the United States and its citizens are best served by 
making information regarding the aff ail’s of Government readily 
available to the public.” 

Would you be able to find out. how many documents have been classi- 
fied top secret in the last 6 months ? 

Mr. Colby. Within CIA? 

Chairman Pttce. No. within the intelligence community. 

Mr. Colby. The community as a whole ? 

Chairman Pike. Yes. 

Mr. Colby. That is a little hard. I can find out how many people are 
authorized to classify documents. 

Chairman Pike. That really wouldn’t be too helpful, because that 
rubber stamp can go just like that all day long classifying documents 
top secret. 

Mr. Colby, in this same Executive order, there was set up a provision 
whereby, over a period of years, documents after 2 years which were 
top secret become only secret, and after 4 years they become only confi- 
dential, and after 10 years they are not classified at all unless an excep- 
tion is made. In the case of my letter, an exception was made. Was that 
exception really necessary, so that that document could never be re- 
classified? 

Mr. Colby. There are certain things in there. It was stated that it is 
impossible to determine when it can be declassified. I don’t know when 
we would be prepared to declassify it. There are some 10-vear-old pro- 
grams that I know are still secret, and I would imagine that some of 
the 10-year-old programs mentioned in some of this material 10 years 
from now should still be secret. Whether it will be or not is another 
question. 
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Chairman Pike. Mr. McClory is recognized, but I would ask one of 
my staff to pick up that classified document before it gets away. 

Mr. McClory. Thank you, Mr. Chairman. From what I hear when 
I go home among my constituents, there is a great fear expressed that 
these multiple inquiries that we are conducting, including the two 
congressional' hearings, are being extremely detrimental to our Nation, 
to our national security, and destructive of a very valuable intelligence 
community. I am interested myself in getting to the bottom of all these 
v.-,.. secrets that have been withheld from the Congress, particularly with 
regard to anv and all acts of wrongdoing, of excessive activities on the 
part of the ClA and other intelligence agencies which are not author- 
ized by law or which even though authorized by law, nevertheless, 
seem to be improper or go beyond the intent of the Congress. 

I feel, myself, that the Rockefeller Commission has unearthed a 
great many of the domestic activities unlawfully, wrongfully con- 
ducted by CIA. T served, as many know, about a year ago in an impor- 
tant Judiciary Committee proceeding, and I want to say this: That 
while there were extreme efforts which came to our attention of Presi- 
dential actions, and those in the White House trying to use the CIA 
for political purposes, and misuse it and trying to excuse a wrongdoing 
bv trying to get the CIA involved, that those efforts were virtually 
fruitless, that the CIA resisted except in a very minor way. When I 
think of the Hunt disguise and things like that that were given for use 
in connection with the Dr. Fielding escapade, that was wrong, but I 
mean from the broad standpoint the CIA resisted, and I think they did 
it to their credit. 

I am concerned about your reference to covert activities and your 
apparent intention to virtually discontinue covert activities. As a mat- 
ter of fact, covert activities which do not involve any acts of violence or 
threats of violence are extremely valuable parts of our CIA activities, 
are thev not? I would think thev are one of the major parts of having 
the CIA. 

Chairman Pike. Excuse me. Mr. McClorv. I didn't want to give any 
impression that I thought we should terminate this kind of activity. I 
say that as a result of the world situation todn v, we are not called upon 
to do very much of this. We are doing some which has been reported as 
the law requires, but I think that if is very important to our country 
that we keep the capability to do this kind of covert activity in the 
future, because, the world situation can change in the next 5 or 10 years. 

Mr. McClory. I am fearful, and T know manv Americans are 
fearful, because of the downgrading of covert activities, that perhaps 
that can be accounted for as a part of the dimunition of our influence 
around the. world. T think it is something we have to be very 

Mr. Colby. T think. Mr. McClory, T am hoping that these investiga- 
tions can be thorough, can be discrete, and that we can go back to 
work here in another few months. There is no question that in the 
present atmosphere of sensationalism, that we are restrained from 
what, we can do in various places, because we are concerned that instead 
of helping somebody, we might, hurt them verv bndlv. and conse- 
quentlv we have to restrain ourselves from activity which otherwise 
would he in the interests of our Nation. 

Mr. McClory. Notwithstanding all of these inquiries, it is a fact, 
is it not, that no individual has been injured, or no person’s safety 
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has l>oen jeopardized as a result of these inquiries? Can you answer 
that ? 

Mr. Colby. There are certainly a number of individuals who have 
been jeopardized by the publication of at least one book. We have 
lost a certain amount of intelligence opportunities by revalations over 
the past few months. There is no question about it that we arc suffering 
the withdrawal of a number of our collaborators, foreigners, Foreign 
Intelligence Service, Americans who have patriotically assisted us, 
who are now afraid that they will be branded as CIA fronts. 

There are a number of people who have decided that they cannot 
collaborate with us in the degree they did in the past, and this is hurt- 
ing our intelligence. 

Mr. McClory. I just want to say I am hopeful that in the conduct 
of our inquiry here that we can retain the necessary confidence, the 
necessary secrecy that is vital in order to preserve a strong intelligence 
community, while at the same time enabling us to get to the bottom of 
what we are supposed to be investigating. 

My time is up. Thank you very much. 

Chairman Pikk. Mr. Stanton. 

Mr. Staxtox. Thank you. Mr. Chairman. 

Mr. Colbv. oji page 6 of your testimony, you refer to the board that 
was the predecessor to the President's Foreign Intelligence Advisory 
Board that was created out of the Hoover Commission in 1955. Are 
you referring there to the study done by Gen. Mark Clark ? 

Mr. Colby. Xo; I believe that particular board was headed bv — I 
have forgotten the Admiral, Killian. 

I have forgotten the name. 

Mr. Staxtox. Are you familiar with Gen. Mark Clark's study? 

Mr. Colby. I know that such a study has been made. I can't recon- 
struct it right here. 

Mr. Staxtox. One of the recommendations that Gen. Mark Clark 
made was that in view of the CIA activities in the Intelligence Com- 
munity activities in 1955. he thought that there ought to be a strength- 
ening of the activities of oversight by the Congress. T)o you concur 
in that recommendation today, in light of 20 years of experience that 
we have gone through? 

Mr. Coi.by. Well, as I said in my testimony, the better the external 
supervision of the Intelligence Community, the better the internal 
supervision will be. and I do basically support the idea of intensive 
oversight by the Congress of our activities, through a channel which 
can protect the necessary secrets. 

Mr. Staxtox. Would you recommend or would you concur that 
maybe a joint committee of the House and Senate would be a proper 
vehicle ? 

Mr. Colby. That, of course, is a matter for the Congress to decide, 
but I would have certainly no problem with it. It might even reduce, 
the number of committees I have to report to. 

Mr. Staxtox. That would help you in your functioning. Would 
you believe that the General Accounting Office, given express statu- 
tory authority by the Congress, would be an aid to the Congress, 
in terms of auditing the procedures independent of the CIA. and 
would that hurt you in terms of your intelligence-gathering functions? 
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Mr. Colby. I think that depends on how that would be worked out, 
Mr. Stanton. The statute clearly says that under the statute I can sign 
certain things off without further review by anybody. We do have an 
internal audit procedure of considerable strictness. Initially we tried 
to separate out the sensitive from the nonsensitive material, and let 
them review the nonsensitive. They didn’t find that satisfactory, and 
I can understand why, and they withdrew from the arrangement. 

Since that time, we have had no external supervision. I think that 
any such arrangement would have to be very carefully worked out, to 
make sure that the material is not distributed any further than is 
absolutely necessary. 

Mr. Stanton. You say you have had no external supervision or 
auditing from the GAO ? 

Mr. Colby. Auditing? 

Mr. Stanton. Auditing. 

Mr. Colby. Well, certain individual audits, certain_individual situa- 
tions have been looked at. 

Mr. Stanton. Since what year? 

Mr. Colby. I think they withdrew as I remember in about 1960, 
something like that. Since that time they have audited a few par- 
ticular problems. 

Mr. Stanton. They audit the NS A. don’t they, still ? 

Mr. Colby. Thev have an audit staff there. 

Mr. Stanton. Then you think that the Congress might design a 
functional role within certain ground rules that the GAO could func- 
tion as an auditing arm of the Congress. You know so many times we 
in the Congress feel that the information we get goes to just one or two 
selected people in the Congress, and there are 433 Members, 533 
Members or 532 Members that are left sort of in a blank, and we would 
like to enlarge that, without compromising the security of the United 
States or without diminishing the effectiveness of your intelligence- 
gathering. operations, although I would like to diminish some of your 
covert activities. Would you concur in that? 

Mr. Colby. I really cannot concur in theory or in principle without 
getting into the specifics of how that would be done, Mr. Stanton. 
Consequently I would really like to suspend taking a position on that 
until I saw exactly how it was done, because my definition of adequate 
controls might not meet the ones that you have in mind. 

Mr. Stanton. In your statement you refer to .Tames Madison, the 
fact that he won the contest for having the legislature determine 
secret appropriations. Do von think that .Tames Madison anticipated 
that Congress would be advised 3 or 4 years after the fact of covert 
activities in terms of appropriated monev ? 

Mr. Colby. I don’t know that he had that in mind. I think he was 
looking at it as a theoretical matter. Certainly President Washington’s 
request for a secret fund — there isn’t much about it. the Congress itself 
had a Committee of Secret Correspondence at that time. I really 
don’t 

Mr. Stanton. Were they engaged in destabilizing friendly 
governments? 

Mr. Colby. They were destabilizing the British Government here. 

Mr. Stanton. They were at war, weren’t they ? 



151 


Mr. Colby. They were in revolution. 

Mr. Stanton. It is a little different situation, yes. "Were we in revolu- 
tion with Chile? 

Mr. Colby. No; and we did not destabilize. I would be very happy 
to clarify that once again. That has been one of those words that has 
been put in my mouth and hung around the neck of CIA which was 
never used by CIA. It is used in quotes as attributed to me. That trans- 
cript does not include those words — and I am not quibbling about 
semantics. 

Mr. Stanton. You are not, you are denying it 

Mr. Colby. The program we were engaged in, as I have testified 
many times, was not a program of destabilization. We had nothing to 
do with the military coup that overthrew President Allende, and our 
policy and program there was designed to sustain some democratic 
forces looking forward to the elections of 1976. It was not a destabiliza- 
tion program. 

Mr. Stanton. I yield back the balance of my time. 

Chairman Pike. Mr. Dellums. 

Mr. Dellums. Thank you. 

Mr. Colby, in our opening colloquy following your statement that 
the American people Know more about their intelligence community 
than other governments, you responded that you respond within the 
framework of the laws and the statutes. I would like to now ask you 
several questions that would specifically call upon you to make that 
statement meaningful before us. As you know, this year there have been 
allegations in testimony before the Senate with respect to the CIA’s 
relationships with the Mafia. My first question is, prior to 1975 has 
the OMB or Congress ever been briefed on the full extent of CIA’s 
relationships with the Mafia? 

If so, when and with whom? 

Mr. Colby. Reference to this was made in the compilation of ques- 
tionable activities conducted as a result of Mr. Schlesinger’s memoran- 
dum in May 1973 and a collection gathered together. The information 
so collected, was reported to the acting chairman of the House and 
Senate Armed Forces Subcommittee dealing with intelligence. 

Mr. Dellums. Would you 

Mr. Colby. There is just a reference to it, we didn’t go into further 
detail. It was indicated we were not going to do anything of that in the 
future. 

Mr. Dellums. I can then assume that you have never given the full 
extent — you said a reference, so I can assume that in response to my 
question, you say that you never gave testimony before OMB or the 
Congress on the full extent of CIA’s relationship with the Mafia? 

Mr. Colby. Well, the full extent is a hard word to answer. 

Mr. Dellums. I am saying, the whole picture. 

Mr. Colby. Every detail. 

Mr. Dellums. It is very simple. 

Mr. Colby. A general statement of what happened was given in those 
two instances, but not further. 

Mr. Dellums. My next question, was Congress and the OMB briefed 
on tire Phoenix and CORDS program prior to their execution ? If so, 
when and with whom? Was the objective of eliminating the infra- 
structure of the VC fully discussed at each briefing? 
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Mr. Colby. When I was working in the CORDS program, I was on 
detail away from CIA. I was working first for the Agency for Inter- 
national Development, and later for the Department of State. I worked 
under the Military Command. That program was conducted in Viet- 
nam. It comprised one element of the overall pacification program. 
The other, the entire program 

Mr. Dellums. Would you yield at that point ? 

Mr. Colby [continuing]. I have talked about many times. 

Mr. Dellums. Would you yield at that point 1 second. I am asking,, 
did you ever brief OMB and* Congress prior to the execution of these 
programs? I am certain that we have more than ample opportunity to 
go into the detail of the programs themselves. At this moment, I am 
simply asking, have you ever briefed OMB and the Congress? If so, 
when and with whom ? 

Mr. Colby. I have testified in extensive detail about the pacification 
program in Vietnam. 

Mr. Dellums. Prior to the execution ? 

Mr. Colby. In February 11)70 was my first time of testifying, that, 
was my personal time. The matter was reported. I don’t know how it 
was reported before that time because I know it had been included in 
general reports sent home to Washington. The degree to which that 
was briefed to the Congress, I am not aware. 

Mr. Dellums. Would you supply that specific information to this 
committee? 

Mr. Colby. If I can find it, Mr. Dellums, surely. 

Mr. Dellums. Thank you. 

Was the mail cover program initiated in 1953 ever discussed with 
Congress or OMB prior to its ostensible termination in 1974 ; and if so, 
when and with whom ? 

Mr. Colby. I do not believe it was, Mr. Dellums. 

Mr. Dellums. Is OMB and Congress briefed on the number of 
agents, contractors’ assets that the CIA has in the United States? 

Mr. Colby. In general terms, yes. We talk about the numbers of ac- 
tivities and the amounts of money used for that purpose. 

Mr. Dellums. Has the Congress and OMB been briefed on the fact 
that CIA operated so-called safe houses in the United States ? If so, 
when and with whom ? 

Mr. Colby. Oh, I am not sure whether this was ever included specifi- 
cally in a congressional briefing. It certainly — I am sure that the OMB 
examiners are aware of it. 

Mr. Dellums. Were the Congress and OMB briefed on the. CIA 
program to assist domestic local police departments prior to the assist- 
ance being carried out? If so, when and with whom ? 

Mr. Colby. I think in most cases the answer to that is probably that 
they were not specifically detailed or described to the Congress or to 
OMB, but the general fact of our relationships and assistance to other 
parts of the Government have certainly been covered. 

Mr. Dellums. Are Congress and the OMB specifically briefed on the 
number of agents and their location who are under deep cover with 
American corporations ? 

Mr. Colby. I think I have referred to the total number and the size 
of this kind of an effort and I have been prepared to answer questions, 
if asked. As I said in my relationship with my committee chairman, 
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X say that there are no secrets. I would make a considerable effort to 
protect information of this sort and try to dissuade somebody from 
into getting into the individual details of which particular American 
company was patriotic enough to help us. 

Mr. Dellums. Prior to execution, who outside the agency authorized 
the 1967 decision to establish within CIA counterintelligence, a pro- 
gram to identify foreign links with so-called American dissident ele- 
ments? Prior to execution, was this operation checked with the 40 
Committee, OMB, or any Member or committee of Congress? The 
second part of the question 

Chairman Pike. The time of the gentleman has expired. You arc 
going to have to settle for the first part of the question being answered. 

Mr. Colby. On the first one, I think you will find in the Rockefeller 
Commission report, Mr. Dellums, that this program stemmed from a 
great degree of interest in this problem from the Office of the President, 
himself, both President Johnson and President Nixon. 

[Expanded responses to several of Mr. Dellums’ questions above 
were received with a classified designation. They are in the committee 
files.] 

Chairman Pike. Mr. Kasten. 

Mr. ICasten. Mr. Colby, I want to go back to clarify a question I had 
about the possible employees with the NSA. I think it is important to 
point out that this was before 1973, or, excuse me, before the January 
1974 law took place. But I am not as concerned about that as I am with 
the kind of overall question here. We are talking about an individual 
who performed some declassification work, who occasionally dealt with 
OMB on arms deals and related matters ; the OMB contacts probably 
didn't know that he worked for the agency. 

I point out that this was not the CIA liaison man to the NSC staff. 
He had occasional contacts with the White House, people like Zeigler, 
Price, Timmons, et cetera. Each of them theoretically I guess could 
have known if they had made an inquiry that this individual had 
something to do with the CIA, but the fact is they didn’t. He dealt 
once or twice with a representative of foreign government on terrorist 
matters, he did not deal with the news media directly but did author 
press releases. 

Now, the point is he made recommendations, sent the recommenda- 
tions to the President. These recommendations at times included 
covert action projects. It is not clear that on a given occasion the Secre- 
tary of State, Mr. Kissinger, on reviewing the proposal would have 
specifically been aware that the man making these recommendations 
was in fact an operational employee of the CIA and actually on the 
covert budget. 

Mr. Colby. But detailed to the National Security Gouncil. 

Mr. Kasten. Detailed to the National Security Council ? 

Mr. Colby. And responsive to its directions. 

Mr. Kasten. Leaving that question aside, don’t you think there is a 
problem here with the checks and the balances in terms of the way 
the system is supposed to be working? In other words, here is a per- 
son who is on the payroll of the CIA, but yet all of these people, all 
of these contacts, all of the efforts, all of this job. many of these people 
aren’t aware that he is an employee of the CIA. Don’t you think there 
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is a problem there, or do you think that this is the way the system is 
supposed to work? 

Mr. Colby. There would be a problem if CIA were somehow manipu- 
lating him, yes. But it is my belief that CIA merely provided him to 
the National Security Council staff to be directed and run over there 
as a member of that staff. That staff has Foreign Service Officers, mili- 
tary officers, all the rest, and they all operate as individuals for that 
staff. 

Mr. Kasten. But this individual was making recommendations for 
covert activities with the National Security Council ? 

Mr. Colby. Just as military officers are making recommendations 
about military affairs, too. 

Mr. Kasten. In other words, you don’t believe that there is a con- 
flict or possible conflict of interest, do you - 

Mr. Colby. If you believe that CIA was somehow engaged in a 
great conspiracy to penetrate and manipulate the U.S. Government, 
then there would be a problem. I know it isn’t. And when we send a 
man over to work for somebody, he goes over and works for him ; he is 
not working for us any more. 

Mr. Kasten. Whether or not there is a conspiracy or not — and I 
personally would agree with you that there is not — there certainly is 
a problem in that kind of a mechanism, there are certainly questions 
that could be raised; if a conspiracy in fact existed this is the way it 
would work ; isn’t that correct ? 

Mr. Colby, you are way out in the hypothetical, far beyond me, I 
am afraid, Mr. Kasten. 

Mr. Kasten. Now, on page 9 of your statement you said that you 
provide the President with your independent assessment of the in- 
telligence community resource requests. Do you also provide the Con- 
gress or specific committees of the Congress with an equally inde- 
pendent assessment of the appropriateness of the budget requests of 
the individual intelligence agencies, or do you merely define the over- 
all intelligence community budget once it has been approved by the 
President? 

Mr. Colby. Well, I have essentially defended the President’s budget, 
but if the Congress asks me for my independent assessment of a par- 
ticular program I wotild give it to them. 

Mr. Kasten. Has the Congress recently asked you for your assess- 
ment of an individual program within the last 2 or 3 years? Has that 
ever happened ? 

Mr. Colby. I can’t recall any particular case, although there is so 
much staff-level discussion that it might have happened. 

Mr. Kasten. Do you think that the Congress could more effectively 
assess the appropriateness of the spending levels of these agencies of 
the various parts of the intelligence community if you in fact gave 
your independent views on these budgets to the Congress or to the ap- 
propriate committees; would you welcome the opportunity to proviae 
that kind of information, agency by agency, rather than presenting 
the entire package? 

Mr. Colby. Well, I think — particularly the two Appropriations 
Committees have indeed found it useful to be able to talk to me about 
the budget as a whole, including the budget of the other agencies. I 
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believe the amount of testimony I have given stems from the fact that 
they have found it somehow useful. I am certainly prepared to con- 
tinue that. In other words, I will certainly obviously defend the Presi- 
dent’s budget first, but under the normal rules of dealing with Con- 
gress about budgets, if the individual agency is asked for what its 
original recommendation was, why. it is entitled to say so. 

Mr. Kasten. Would you think tliat 

Chairman Pike. The time of the gentleman has expired. 

Mr. Murphy. 

Mr. Murphy. Thank you, Mr. Chairman. 

Mr. Colby, earlier in your testimony you indicated that through 
leaks or testimony some intelligence has been lost. Could you elaborate 
on that a little ? 

Mr. Colby. Well, I can’t elaborate in great detail in open session, I 
am afraid, because it does cross certain limitations that I am under. 
But as I said by reason of the amount of the leaks and sensationalism 
there are individuals who previously have worked with us who have 
said they can no longer work with us. The risk is too great to their 
lives or their livelihoods. There are Americans who have previously 
collaborated with us who have asked will we please not approach them 
in the future. There are foreign services, foreign intelligence services, 
who have expressed great concern to us as to whether we can protect 
the sensitive information they share with us, or even the fact of our 
having a relationship with them, because they are concerned that they 
will be politically in trouble in their country'if it comes out they have 
a close relationship with us. 

Mr. Murpiiy. Would you classify their contribution as significant? 

Mr. Colby. Yes, very much so. 

Mr. Murphy. In your testimony before the various committees in 
Congress, oversight committees, whether it be the Armed Services or 
the Budgetary Committees, have they ever made any recommenda- 
tions, and if so, have these recommendations ever resulted in your 
desisting from a certain program or line of action ? 

Mr. Colby. Yes ; they have, and they have sometimes forced a choice 
between two activities. 

Mr. Murpiiy. Could you go into detail on that when we get into 
executive session ? 

Mr. Colby. I can, certainly. 

Mr. Murpiiy. Mr. Colby, do you keep a record of your appearances 
and briefings before the Congress? 

Mr. Colby, ftly staff keeps some kind of records, the transcripts, 
things like that, I guess. 

Mr. Murpiiy. Is your appearance before the Armed Services and the 
Budgetary Committees on a scheduled basis or just certain times of 
the year? 

Mr. Colby. The Armed Services Committee set up a biweekly or 
once-every-2-weeks meeting with us some time ago. During this dis- 
cussion about the formation of this select committee, that was 
suspended for a while, but it has resumed. 

Mr. Murphy. Would you describe this relationship and appearance 
before these committees as close, or is it just a periodic thing? 

5S-020 — 75 11 
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Mr. Colby. No; this is every 2 weeks, either I or one of my senior 
officers would be up there, and we would brief them on whatever hap- 
pened to be arouna that they needed to be briefed on. Second, with the 
Appropriations Committee, obviously it focuses more on the appro- 
priations time and the budget process, but I also appear there to give 
a picture of the world as a whole and discuss the substantive situations 
around tho world against which the budgets are being put together, 
military budgets. 

Mr. Murphy. Do you discuss covert operations that are about to take 
place to seek their approval, or do you tell them after the operations 
are underway? 

Mr. Colby. Under the present law, we are required to report in a 
timely fashion. I think a reading of the statute is quite clear that that 
is not expected to be before you initiate the activity. And I think the 
answer is normally no, we don’t seek their advice on the matter before- 
hand. But in the appropriations process, there are a number of times in 
which reporting on an ongoing activity and requesting the budget for 
its continuation next year, there has been considerable debate about 
whether it should continue next year, and in some cases it has been as 
a result of the testimony. 

Mr. Murphy. So these oversight committees would never be in a 
position to prevent you from undertaking a program of covert 
activity? 

Mr. Colby. Under the strict rules of the law, no, but you know the 
way the separation of powers works 

Mr. Murphy. I don’t mean the strict rules of the law. Obviously you 
don’t come to them until you are well into the program or have com- 
pleted the program; is that correct? 

Mr. Colby. Yes. But under the Constitution, the way it works 

Mr. Murphy. And you use the words “timely fashion’’ to get around 
coming to them before you initiate the program? 

Mr. Colby. That is what the statute says— in a timely fashion ; it 
does not mean beforehand. 


Mr. Murphy. Could you not interpret “timely fashion’’ to moan an 
appearance prior to starting a program? 

Mr. Colby. No; I don’t think so, because I think it says that the 
statute— the national statute says that we will not do these matters 
unless and until the President finds it important to the national 

security and then reports it in a timely fashion. I think the clear 

Mr. Murphy. But you reduce the oversight committees to Monday- 
m ornmg quarterbacks. In essence, that is what you do. 

Mr. Colby. Well, that is the way the Constitution works. I assure 
you we are very attentive to the attitudes of the Congress. 

t « j Yw P V Y * ] Vhen y° u sav that is the wa .V the Constitution works. 

LrSf « 0 fL V d * t0 i.- nCC » P -!v Y 9, n „ mean from your definition of the 
words a timely fashion,” Mr. Colby, you take it to mean that you do 

not present to these oversight committees any covert activity or line 
of activity that you are about to initiate until after you are well into 

it. or until you have completed it? 

h 0r ^ xn ? i J? ui n« line of activity, of course, is brief in the 
Scf f { b fin *> the *°Nmying year’s budget. This was certainly the 
case for some of our activities in Southeast Asia, that went on over 
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several years. These were briefed each year, and each time the money 
was appropriated to carry on those programs. In that sense, there was 

a ^^MuRPirr. 1 1 think I would— I know my time is up, Mr. Chair- 
man — I would take issue with your interpretation of the timely fashion 
and the real effect Congress had in its duty to oversee. 

Mr. Colby. I think in the detailed testimony in executive session, I 
can show you some examples, Mr. Murphy. 

Chairman Pike. The committee at this time will stand in recess 
until 2 o’clock this afternoon. 

[Whereupon, at 12:29 p.m., the committee recessed to 2 p.m. of the 
same day.] 

AFrERNOON SESSION 

Chairman Pike. The committee will come to order. 

Mr. Milford may interrogate. 

Mr. Milford. Thank you, Mr. Chairman. 

Mr. Colby, you have testified that ex-employees have damaged our 
intelligence* capabilities by writing books and that sort of thing. Are 
you presently taking any sort of steps through employment contracts 
or other legal instruments to prevent this practice from occurring in 
the future f 

Mr. Colby. We have long had that particular practice of an employ- 
ment contract and agreement not to publish in tne future without our 
approval the classified material learned. It is not a question of the 
opinions; they can publish opinions without coming to us. But it is 
a matter of publishing the facts that they learn in the course of their 
employment. This particular contract, of course, was the basis for our 
action against Mr. Marchetti, and the courts have sustained our posi- 
tion in that regard — the enforceability of that through an injunction, 
provided we learn of it in advance and are thereby able to get the 
injunction. 

With respect to the people who have already published before we 
can hear about it, I believe our legislation is very inadequate at the 
moment. I have made some suggestions which I think are compatible, 
fully compatible with our Constitution. 

Tney would apply only to we who consciously assume the obligation 
of keeping the secrets. They are comparable to tbe kinds of penalties 
that exist for people who, without authorization, reveal an income 
tax return, people in the Treasury who would reveal an income tax 
, return, people in the Census Bureau who would reveal a census return, 
and people in Agriculture who would reveal cotton statistics, and affect 
the market. 

I believe we can have that kind of criminal sanctions for the unau- 
thorized revelation of intelligence sources in a fashion that would both 
give us better protection of our sources and, second, be quite com- 
patible with the Constitution and the importance of the free press. 

Mr. Milford. Thank you. 

In your normal foreign intelligence missions, do you often use the 
cooperative, voluntary efforts of friendly international corporations 
and their employees? That is, companies such as American-owned 
international airlines, export-import companies, manufacturers and 





distributors of American-made goods; are their employees recruited 
to work with your agency ? 

Mr. Colby. AVc have for many years had a practice of interviewing 
Americans who might know something about some part of the world 
that we are interested in. We are revealing ourselves as belonging to 
CIA. We don’t pay for the information. They give it to us as the 
voluntary act of a patriotic American. 

Mr. Milford. Do you consider this as an important source? 

Mr. Colby. It is a very important source, for two types of intel- 
ligence. scientific and technical intelligence, and sometimes economic 
intelligence that enables us to get intelligence without going abroad 
to find it out. We have it here, it is already in America. We have 
promised these people that we will not reveal them as a source, and 
we have lost certain of this cooperation in recent months because of 
the publicity recently. 

There is another category in which we sometimes work with them 
on a much smaller number^ and that is where a legitimate American 
company offers tff allow us to use their name to put some individual 
abroad : it is called a cover arrangement. We repay them for the costs 
of that kind of an activity. 

Mr. Milford. Recently in a private, personal conversation with the 
president of one of these corporations, lie told me that he had recently 
issued a directive to all of his employees that they were to refrain 
from any cooperation with the CIA under penalty of being dis- 
charged. This particular company president further stated that the 
recent, news articles on congressional hearings had named some inter- 
national companies as having cooperated in the past with CIA. This 
event then made the host nation and customers within those nations 
reluctant to do business with the named companies. He feared that 
the same might happen to his company and therefore issued the direc- 
tive for all of his employees to refrain from cooperation with your 
Agency. 

Now. is this an isolated case or have you seen a pattern of this since 
these hearings started? 

Mr. Colby. I have seen a number of them in recent months, a num- 
ber of these cases have come — have been brought to my attention. In 
that kind of a relationship we have dealt with the top of the corpora- 
tion. They have known they were dealing with CIA. We don’t inde- 
pendently suborn some, employee of theirs to work for us. Rut in that 
kind of a situation we have had that cooperation withdrawn in a num- 
ber of cases in recent months and it does adversely affect our knowledge 
•of the world, because it was an important source to us. 

Mr. Milford. Thank you, Mr. Chairman. I yield back the balance of 
my time. 

Chairman Pikf.. Mr. Aspin. 

Mr. Aspin. Thank you, Mr. Chairman. 

I just caught the beginning of the discussion, I think, and I missed 
the very first about the recommendations that you had about your law 
to prevent leaks in the future. But I think the problem with vour recom- 
mendation goes back to what you said earlier, which is that you have 
not leaked things but you have unilaterally declassified them. ‘And you 
know as well as I do that anybody who’ has been in this town long 
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enough knows that the real unilateral declassifications come from 
people at the top. They don’t come from Congress, most of them, they 
don’t come from the bureaucracy, most of them ; they come from the- 
Secretary of Defense and the Secretary of State or somebody working 
for the President’s staff or the President himself. 

Now, is your law going to apply to those people? See, the problem 
is, if you think that you can get a law that allows us to throw, or 
allows you to throw Dan Ellsberg and Mike Harrington into the pokey 
and yet lets Mel Laird and Henry Kissinger- 

Mr. Colby. My law would not apply to Mr. 

Mr. Aspin. It just isn’t-going to wash. If it is going to be a law, it 
has to apply to everybody. Fat chance we are going to get a law that is 
going to apply to the Secretary of Defense or the Secretary of State 
for that matter. 

Mr. Colby. Mr. Aspin. the point here is like a pitcher full of water; 
the water can be poured out, the pitcher retains its integrity. If the 
leak occurs at the bottom of the pitcher the pitcher can never be re- 
filled. That is our problem. We have those leaks that are destroying 
the pitcher itself of our intelligence activities. 

Mr. Aspix. OK. But who decides that? You have got a situation 
where people like Mel Laird decide they can skim the cream off the top 
of the pitcher, or Secretary Kissinger decides he can unilaterally de- 
cide that he is going to deem as secret or not, and Congress, as the 
chairman has pointed out, is at the mercy of this system. You can’t 
have a national secrets act in this country with this kind of a system. 
It isn’t going to work. 

The second thing — let’s broaden the thing because I think the rec- 
ommendations of what we arc going to do here are very, very impor- 
tant. The second thing that bothers me about your recommendation, 
which is that we stop the leaks, is that there is no comparable recom- 
mendation in the things that you have recommended to prevent the 
illegal acts from happening in the first place. There is no criminal 
statute for leaking, as you point out, but. neither apparently is there 
any criminal statute for violating the statutes or the Executive orders 
that govern the CIA. So if we pass your recommendation, which is to 
put a criminal sanction on all leaks, what we will have done is not 
prevent illegalities from happening in the future as they have hap- 
pened now, but you will damn well prevent them from coming out. 
And what you arc doing is just putting a cap on the bottle rather than 
reforming the system. Where Ts the recommendation for making crim- 
inal penalties associated with breaking or violating the statute of the 
CIA or the Executive order? Why not criminal penalties for that? 

Mr. Colby. There arc a number of criminal statutes that apply to 
certain of these activities. There is a legal question as to whether they 
are applied to the particular people involved in this thing. 

Mr. Asrrx. Exactly, exactly. 

Mr. Colby. Now, whether there are additional criminal statutes 
necessary or not, I frankly don’t think there are. I would solve that 
problem by what I refer to as very vigorous supervision 

Mr. Aspix. But you can’t 

Mr. Colby [continuing]. By the Congress. 

Mr. Aspin. But you can’t have vigorous supervision unless you 
have some penalties with it. 

Mr. Colby. No. 


Mr. Aspin. Here is the problem. The problem is that the super- 
vision can't be vigorous. We have gone round and round on this 
business about how good is the control through the money. I am not 
sure that it really is relevant. I mean, we have established here 
today about the audits and that you don’t have very — you as DCI 
can’t have audits into other parts of the intelligence community 
other than the CIA. There is compartmentalization, there’s lots of 
secrecy, some of it for very good reasons. But there is no way that 
system is going to be able to be controlled. Even if you control the 
money very well, a lot of these really illegal things I have a feeling 
don’t cost a lot of mone}'. So you have to have some other mechanism 
to make sure that they are not being done. And you have to have 
criminal statutes. You can’t just put criminal statutes and have crim- 
inal prosecution of Sy Hersh’s sources and not have criminal statutes 
to prohibit the people who set up Operation Chaos or the mail 
surveillance or the other things. 

Mr. Colby. I think there are criminal statutes that appty to some 
of those things. With respect to the Operation Chaos, I think the 
Rockefeller Commission found that it was basically lawful. There 
were a few unlawful acts that took place during it. But the basic 
activity was lawful. I think j’ou will find the statute is there. But as 
for how you control this, it seems to me I get back to supervision, 
and a very wise gentleman once described to me the relationship 
between the board of his company and the president of his company. 
It was a very simple one: No surprises. So that the president was 
at hazard, the president of that company was at hazard that the 
board not be surprised. I think that a vigorous congressional committee 
with its own investigations can find things out 

Mr. Aspin. That can’t happen. 

Mr. Colby [continuing]. In that position. 

Chairman Pike. The time of the gentleman has expired. 

Mr. Johnson. 

Mr. Johnson. Thank } T ou. 

You are familiar with the War Powers Act, I presume? 

Mr. Colby. Yes. 

Mr. Johnson. Could the CIA in your opinion under the War 
Powers Act engage in the same kind of covert activity, the same kind 
of military operations now that the War Powers Act is in existence that 
it engaged in against Cuba and against Laos and Cambodia? 

Mr. Colby. Well, I think that the provision of the Foreign 
Assistance Act says that the agency is prohibited from doing opera- 
tions other than intelligence. 

Mr. Johnson. That is the Hughes amendment. I wanted to get 
to that later ojl 

Mr. Colby. Yes. 

Mr. Johnson. But could, in your opinion, if the President directed, 
-or if a subsequent President directed a subsequent director to engage 
in these kind of a military operations, would it be lawful for him to 
do so? 

Mr. Colby. I think you are distinguishing a paramilitary operation 
and a military operation. 

Mr. Johnson. Well, it is very hard for me to distinguish those two 
different operations. 
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Mr. Colby. Aad either one of them would be included in the report- 
ing necessary under this act. 

Mr. Johnson. In the report, but insofar as your concern,. I take it 
your answer would be that if the President directed, it would be the 
function of the CIA 

Mr. Colby. I have not studied the legal aspects of that. I respect- 
fully request that I get a chance to reply for the record. 

Mr. Johnson. At least you are not willing to state that a declara- 
tion under the War Powers Act would prohibit that kind of activity? 

Mr. Colby. I really can’t talk in detail about it now. I will submit 
some comments on this for the record. 

[The reply to Mr. Johnson’s question, dated November 14, 1975, 
s printed on pages 545 to 546 of the appendix.] 

Mr. Johnson. You were talking this morning about your pro- 
hibition against assassinations, which I believe in wholeheartedly; 
I think that is the right thing to do. But the Phoenix Act, the Phoenix 
program, would you classify that as paramilitary or assassination? 

Mr. Colby. I would classify — it certainly was not, and I have 
testified a number of times, it was not a program of assassinations. 

Mr. Johnson. So that would be the kind of program then that 
would be covered under covert activities? 

Mr. Colby. There was nothing covert about the Phoenix program. 
It involved— it was run by me, working under General Abrams as a 
part of the military command there. It was not a covert CIA operation. 
It was an attempt to get the various intelligence and security services 
to cooperate, one of which was CIA. But the program was a Viet- 
namese program supported by the military command and the CORDS 
structure that I led. 

Mr. Johnson. You have indicated, and I think everybody has 
indicated who has testified, that the President and the Congress has 
information — those selected Members of the Congress I mean — has 
information about all of the covert activities that have taken place? 

Mr. Colby. The Congress is certainly — I am in compliance with 
this act since the act was passed. 

Mr. Johnson. Yes, I am not speaking about that. 

Mr. Colby. All current activities. 

Mr. Johnson. I am not speaking about your activities now; I am 
talking about going back to the period of the 1960’s. 

Mr. Colby. Oh, no, I couldn’t say that broadly. I am sure there 
were individual situations that were not mentioned specifically in 
that period in which we were very busy in a lot of different areas. I 
would imagine there are situations in which the Congress did not 
know the specifics of a particular operation. I think that is not pos- 
sible any more. 

Mr. Johnson.' Why not? What has changed beyond the terms of 
that Hughes amendment? That is what I was getting to this morning. 

I said, how can we actually determine whether or not the director — 
not you, but a subsequent director — is withholding information or 
distorting it? How do we know that? Do we have any independent 
means of verification? 

Mr. Colby. The chairman of one of our senatorial oversight com- 
mittees some years ago said in the speech on the floor, said there are 
some things he did not want to know. 



Mr. Johnson. Well, that is up to him. 

Mr. Colby. Yes. 

Mr. Johnson. But what means of verification do we as Members- 
of Congress or the Congress have to determine whether or not we 
are getting all the information which you acknowledged the Congress 
did not get? Perhaps that is because they didn’t ask or perhaps it is 
because previous directors didn’t tell them and they didn’t know 
what that encompassed. 

Mr. Colby. I think there was a totally different aspect then, so 
I am not pointing any fingers of blame at all 

Mr. Johnson. I am inquiring into this so we don’t have that 
same situation again. 

Mr. Colby. Right. I think today the answer to the question is to 
ask the chairman of the Oversight Committee whether he has the 
full knowledge. I think he will devote himself to making sure that he 
does. He has the capability through independent investigators, through 
the press, and at that point he also has the ability to ask me very 
deliberately, “Is there anything else I ought to know?”; and if some- 
thing comes out later that I have not told him about, it affects his 
confidence in me obviously. 

Mr. Johnson. Doesn’t it really come back to the fact that he 
has to rely on you for all the information he has? 

Mr. Colby. No, I think he has some independent checks. 

Mr. Johnson. What are these independent checks? You mentioned 
the press. I would really question whether you are serious when you 
say the press has access to checking whether or not you are giving 
the chairman of the committee accurate information, because they 
have no way of knowing what you are telling him, they have no access 
to the chairman. That isn’t a valid observation. 

What other means does the chairman have? 

Mr. Colby. The chairman can do such investigations as he wants. 
The various staff members of the committees do travel, they look 
into things. 

Mr. Johnson. Do they have total access to your operations? 

Mr. Colby. I certainly would arrange it any time they wanted, 
any particular thing. We would make sure they would get a full 
access. They can talk to the people, do anything they think necessary 
to reassure themselves. 

Chairman Pike. The time of the gentleman has expired. 

Mr. Hayes. 

Mr. Hayes. Thank you, Mr. Chairman. 

When Mr. McClory, for whom I have a great deal of respect, 
questioned you, he asked whether these investigations were causing 
problems. Your answer to him was an answer pointing out defi- 
ciencies within the CIA and its own security. You mentioned leaks 
and sensationalism and gave an example, I believe, of the Agee book 
or Marchetti book, whichever one you were referring to. 

I was wondering whether or not, just in order to clarify that, that 
you did answer in terms of your own lack of ability to be secure 
within the CIA. You pointed out, I think, and made reference to one 
instance, I believe, with Mr. Milford, when there was some inability 
to secure continued cooperation within a company. What steps are 
3 r ou taking now to continue those contacts that you have? For example, 
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are you having trouble with the criminal community in this country, 
getting cooperation from them now that certain revelations have 
been made? 

Mr. Colby. No, I don’t think I have any problems there, because 
I don’t think I am doing very much there. I don’t know of anything 
I am doing there, but I don’t want to make any flat statement here 
offhand. 

Mr. Hayes. Aren’t there procedures, are there not review pro- 
cedures through which agents go so that a change in the attitude of 
a Philip Agee or a Mr. Marchetti could be determined by the Agency? 

Mr. Colby. Well, of course he changed, after he left the Agency. 
When he left the Agency he wrote us a very warm and friendly letter 
of resignation in which he thanked the Agency for his great service 
and great experience with it. He spoke in the highest terms with 
respect to the people that he had worked with and for whom he had 
the greatest respect, and he ended that, if there is anything lie can do 
for us in the future he would be very happy to. He seems to have 
fallen in some bad company since that time. 

Mr. Hayes. When Mr. Murphy was discussing the Chicago case 
and the case of the smuggling of illegal opium, you indicated tnat the 
CIA notified the Justice Department of that fact? 

Mr. Colby. I don’t think it was the Justice Department. I think 
it was the Customs or somebody like that. 

Mr. Hayes. But Customs did not in the first instance make that 
discovery and then notify Justice and then CIA followed? 

Mr. Colby. As I recall the circumstances, CIA got some tip on 
this and went and informed the Customs Service. 

[By letter of August 5, 1975 — from Mitchell Rogovin, Special 
Counsel to the DCI, to Mr. Pike — Mr. Colbj r ’s response above 
concerning the Customs Bureau was corrected. The letter, and the 
attachment thereto are printed in the appendixes of these hearings.] 

Mr. Hayes. To what degree are CIA proprietaries and things that 
you described in general as fronts this morning, in fact the mode of 
compensating those that CIA is able to induce to do contract work 
for them? 

Mr. Colby. Oh, no, contract work we pay for; it is a normal kind 
of Government contract. 

Mr. Hayes. But under no circumstances would the award of a 
proprietary capitalized by an appropriation ever be used as the 
payment to the persons involved in doing the work for CIA? For 
example, they are going to come by ownership of an airline or they 
are going to come by ownership of a drycleaning establishment, or 
whatever. Under no circumstances is that ever the mode of contract? 

Mr. Colby. There was a question raised, as you perhaps know, 
it is harder sometimes in Government to stop something than to 
start something, and we have been stopping some of these proprietaries 
recently. There was a question raised as to how we should do this 
with respect to a couple of them. We went through quite an exercise 
to assure ourselves against any favoritism involved to the people, 
including a GAO review of the procedure .we were using. 

Mr. Hayes. Do you feel that the CIA’s use of outside consultants 
is now just a bit heavy? For example, it seems to have proliferated 
in the last decade, the numbers of consulting agencies being made 
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up of former Defense Department personnel and former CIA per- 
sonnel, who go into business for themselves and it would appear 
there is an apparent drain off of money going into those consulting 
operations. 

Do you notice a trend? 

Mr. Colby. I think each such contract or consultation is justified 
at the time on the merits of the case. 

Mr. Hayes. How many of those are done on the certificate of the 
director through which OMB or anyone else cannot penetrate, 
where there is no audit? 

Mr. Colby. Well, OMB — I audit my own staff audits, I have a 
separate staff that audits these matters. We have a very complicated 
procedure of contract review and contract audit which I will get into 
on Wednesday. 

_ Mr. Hayes. How can a contract be reviewed if you make the de- 
cision on your own certificate to make that particular investment or 
to make that contract with an outside consultant, let’s say; how can 
you then be the reviewing agency? 

Mr. Colby. Because we organize it so there is a contract review 
board and contracting officers below me who are audited by a staff 
that reports to me. Now I am not in the situation of myself making 
a decision and then having it audited by the auditor, even though 
that is technically feasible. But our normal procedure has a very 
complicated arrangement by which contracts are reviewed ana 
justified. That is then subjected to an independent audit and assess- 
ment by an independent staff within the organization. Now in theory 
your point is correct, in practice we are aware of that danger and take 
steps to protect ourselves against it. 

Chairman Pike. Mr. Lehman may inquire. 

Mr. Lehman. Thank you, Mr. Chairman. 

I don’t want to expand on proprietorship and the CIA at this time. 
But, perhaps I will get back to it at a later date when you return. 
The point I was trying to make is that even with the best of* intentions, 
the CIA, or the intelligence community, unless we put proper bound- 
aries on their activities, can really undermine the American free 
enterprise system by subsidizing a governmental operation with 
American tax dollars. That is what I don’t want to do, and I think we are 
going to have to put safeguards around any kind of Government 
operation in that field, whether it is an intelligence operation or any 
other. I am concerned with the actual impact of the CIA operations 
in South Florida. I know, at one time the CIA had a very heavy 
installation in Miami at the Richmond Air Base, South Campus of 
the University of Miami, and it was categorized as probably the 
largest CIA base outside of the home base here in Virginia. 

Would you say that the Richmond CIA Base was the largest, or 
one of the largest, at that time? 

Mr. Colby. Mr. Lehman, I really would not like to discuss the 
details of that in an open session. We obviously did have an extensive 
effort based in Florida, aimed at the obvious target in that part of 
the world. That has been very substantially reduced in recent years, 
of course. -/ 

Mr. Lehman. You say it is no longer one of the largest of your bases? 

Mr. Colby. Oh, it certainly is not a large base at this time. 
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Mr. Lehman. Let me pursue something else. Other than proprie- 
torship organizations in Miami, has the CIA been involved with Cuban 
refugee operations? Has it been supportive of, did if fund, and is it 
still supportive and funding,. Cuban refugee operations? 

Mr. Colby. During the early 1960's, as you know, there was an 
extensive series of relationships between CIA and various of the 
Cuban movements. Since that time, most of those have been elimi- 
nated, although we still have an intelligence interest in the country 
of Cuba and we are going to collect intelligence on it from such ways 
as we can. 

Mr. Lehman. I want to ask you about one of the larger Cuban 
refugee organizations, in South Florida — Alpha 66. Is that organiza- 
tion supported basically by the Cuban community, is it supported 
principally by CIA funds, or would you rather not answer that 
question now? 

Mr. Colby. I would rather not answer the question in public 
session. 

Mr. Lehman. All right. 

In your relations or dealings with refugee organizations have 
you begun to deal with the Vietnamese refugees? Is there such a 
thing as a Vietnamese refugee organization? If so, do you have any 
CIA support involved in these kinds of organizations? 

Mr. Colby. Again that is a question I would rather not answer 
in public session, although I certainly will cover the details in executive 
session. 

Mr. Lehman. One other area I would like to pursue relates to 
the fact that I am on the Education and Labor Committee. We 
are having a very difficult time funding, for instance, higher education 
for American students. They are really struggling. I would just like 
to know whether CIA is funding higher education for foreign students 
with American tax dollars. 

Mr. Colby. Well, you will remember in 1967, Mr. Lehman, there 
was an exposure of CIA’s operations abroad aimed at various cultural 
and academic groups around the world, peace movements, and so 
on. At that time a review of that activity was conducted by a com- 
mittee headed by then Under Secretary Katzenbach, and a series of 
guidelines were set out which essentially say that we will not support 
educational or voluntary associations, and we are in compliance with 
that act, with that set of guidelines. 

Mr. Lehman. Mr. Chairman, I yield back the balance. 

Mr. Aspin. Will you yield? 

Mr. Lehman. Yes. 

Mr. Aspin. In connection with that, Mr. Colby, there was a clause, 
kind of an escape clause that said if the President determined it was 
in the national interest, et cetera, et cetera, that that provision 
could be waived. Could you give us any information about whether 
that has ever been waived? 

Mr. Colby. I would rather not do that in open session, if I may. 

Mr. Aspin. Thank you. 

Chairman Pike. Mr. Field? 

Mr. Field. Thank you, Mr. Chairman. 

Mr. Colby, this afternoon, what I would like to do is to try and.go 
through the makeup of the budget, with the specific goal of getting 
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some idea of how well informed Congress is when they are told of the 
national foreign intelligence budget. 

Now, I take it you have a national foreign intelligence budget 
which you make up, which has a total figure, which you present to 
the oversight committees of the Congress. In making up that budget, 
does that include all of our intelligence, all our foreign-related 
intelligence activities? 

Mr. Colby. Well, you get into definitional problems here immedi- 
ately, as to the difference 

Mr. Field. May I just go through a few of them and ask the 
questions. Does that include military tactical intelligence, for example? 

Mr. Colby. The national program does not. 

Mr. Field. All right. Now 

Mr. Colby. Although it includes a lot of things which are tactical 
intelligence. 

Mr. Field. In the military tactical intelligence budget, it may well 
be a very sizable portion of the military intelligence budget. 

Mr. Colby. Well, I think rather what you would say is that those 
subjects covered under operational expenditures have an intelligence 
pay-off as well. The radar on the destroyer, the point man in a squad, 
in a platoon, obvionsty has an intelligence function but it is a part of 
the operational expenditure of having that destroyer or that squad. 
Now whether 

Mr. Field. The Army has an intelligence budget which they put 
together as sort of a best guess of what their intelligence costs them. 
It is about double, let’s say, what your intelligence community budget 
is for them. This creates a confusing problem for us, because if we 
recommend creating an oversight committee, we will have to try to 
give them some parameters of what the intelligence community is. 
We are going to try to use the budget. Clearly there is a big difference 
here in what you have got. Let me go through some other 

Mr. Colby. May I say that problem is as difficult for me as it is 
for you. As a result, we did start a program with the Joint Chiefs of 
Staff last year to try to get some definitions as to which categories 
things fell into and give visibility to a number of things that we had 
not previously seen. 

Mr. Field. I am going to run out of time. I have a lot of other 
things. I would like to get specific. For example, you remember a year 
or so ago there was all of this publicity about military spying in 
Berlin, Army units were spying. That sounds to me like intelligence. 
It is overseas. They were spying on American citizens; they weren’t 
supposed to be, but they were also spying on foreigners at the same 
time, I hope. The activity in that unit would not have been included 
in the foreign intelligence community budget; is that correct? 

Mr. Colby. I think that the basic justification for that activity 
was that it was counterintelligence protection of our forces, it was so 
closely force related it was part of that budget 

Mr. Field. The simple answer is that it was not included in your 
budget. Doesn’t that mislead Congress when they think they are 
looking at a budget of all of the intelligence activities of your foreign 
intelligence community? 

Mr. Colby. That is why I try to make very clear in my presenta- 
tions the extent to which I cover, and that there are areas out beyond 
it. 
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Mr. Field. Are there parts of this not included in the intelligence 
budget? 

Mr. Colby. Yes. 

Mr. Field. All right. Maybe up to let’s say a third of the budget? 

I mean it is a substantial part of the work. 

Mr. Colby. It is not intelligence work but there is a portion 

Mr. Field. Would that include warning systems which sound to 
me like intelligence? 

Mr. Colby. Well, by — by the President and by the arrangements 
that have been made, warning is a separate subject than intelligence 
although it does fall under what I call intelligence related and con- 
sequently I have included reference to those kinds of expenditures 
--- in my presentations. 

Mr. Field. Going on to other areas of the budget; does it include 
training programs? 

Mr. Colby, It includes some. The point is that the Defense De- 
partment makes up its budget in I believe eight categories, general 
purpose forces, strategic forces, training— — 

Mr. Field. One of those eight categories is training. 

Mr. Colby. One of them is intelligence 

Mr. Field. One of those categories is training. 

Mr. Colby. Is training. 

Mr. Field. They include in it what their estimate of the intelligence 
budget is; you do not. 

Mr. Colby. You see the foreign intelligence program that dcall 
with is an attempt to cut across some of the other ways in which 
budgets are presented, to make more visible the national intelligence 
expenditure and consequently, you find pieces of it in different other - 
places in the formal budget as they are presented. 

Mr. Field. The piece that sounds fairly important to me in intelli- 
gence is counterintelligence. We have seen here today the enormous 
steps we take to keep the American people from finding out what the 
bcrogafcjs and so forth. I would hope w'e are doing a lot to keep the 
Russians from finding out what the budget is. Counterintelligence — 
it has the word “intelligence” right in it, but it is not included in 
the intelligence budget. 

Mr. Colby. It is included in CIA’s certainty. 

Mr. Field. It is not included in the Army budget. 

Mr. Colby. It is not included in the sense that the FBI expendi- 
tures are nofr included in the foreign intelligence program. 

Mr. Field. What about the Army budget? 

Mr. Colby. The Army program as I say is considered so closely 
force related that it is handled as a part of the force expenditures. 

Mr. Field. Would this account for why in the early 1970’s when 
OMB did a study and CIA had its own, OMB came out with a budget 
that was literally billions of dollars more than w 1 '-! the CIA was 
telling Congress intelligence was costing? And my time is up so I 
want to finish with more of a statement than a question: Isn’t this 
somewhat misleading when we get the assurances that, “Look, a 
couple of people in Congress did know what this budget cost,” and 
now we begin to find out that what they were told was not necessarily 
what the intelligence budget might have been? 
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Mr. Colby. We certainly try to clarify very precisely what the 
CIA budget and expenditures are all about. From there on you get 
into definitional problems about what is and what is not a part of 
the national foreign intelligence program. 

I attempt to clarify that there are some ambiguities as to exactly 
what is covered and what is not, so that we are not accused of con- 
cealing anything or putting forth a false picture. We are engaged in 
an effort to try to rationalize this and make it clear so that everybody 
**»•*«. can understand what is going on. 

Chairman Pike. At this point, Mr. Colby, we have gone around 
twice and the question now becomes whether it would be worthwhile 
for us to go into executive session or not. 

Last Friday we sat here for several hours and the witness said over 
and over and over again: 

I would love to respond to that question but I cannot do it in open session. If 
only you will go into executive session, we will be happy to give you that 
information. 

So relying on those assurances, we went into executive session and 
the result could only be described as acutely disappointing. We found, 
first, that the witness was unable to testify until the room had been 
swept. And this is a term of art which I am sure you are familiar 
with. So everybody, Members included, removed themselves from 
the room and we waited about 20 or 25 minutes while electronics 
experts went over the room and assured us that there were no bugs 
or hidden devices in the room and then we came into the room. Then 
we were told that because the reporters were only cleared for top 
secret we could not get all of the information we wanted to get be- 
cause, for some reason, the testimony which we sought to elicit on 
the budget is considered more serious than top secret. And so we 
went round and round for a while; and the fact of the matter is 
that we got absolutely nothing out of our executive session and it 
appears to me that what has happened is that, using the phrase, 
“we would be delighted to tell you that in executive session,” the 
Members of Congress find themselves kind of maneuvered into a 
comer — where the public thinks that the Office of Management and 
Budget, for example, has indeed been forthcoming in executive session 
or that somebody else is going to be forthcoming in executive session. 
But the fact of the matter is that we learn more in open session than 
we do in executive session. 

The question then becomes, I am just going to start by asking you: 
»■ What do you think you could tell us in executive session that would 

be particularly useful to this committee that you cannot tell the 
American people? 

Mr. Colby. I think I can tell you the amounts of the budget 

Chairman Pike. We already have these in broad categories in 
written form. 

Mr. Colby. The trend lines over the years. I think I can give you 
an idea of what this produces in terms of product that is so valuable 
to us. I think I can answer your questions such as we were engaged 
in with Mr. Field about what is covered and what is not in some detail. 

I think we can answer a number of the other questions that I have 
respectfully asked be deferred until executive session and I think I 
can answer those questions. The one thing I will try to get your 
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approval of is not to answer names of individuals with whom we work, 
because these are matters which are not — not only must be protected 
from exposure but from the risk of exposure. 

Chairman Pike. Mr. Colby 

Mr. Colby. But I am not raising a point of principle on that. 

Chairman Pike. No ; I understand. And I think that I — and I 
assure you that I cannot speak for other members — but I personally 
would certainly try to protect the names of individuals whose lives 
might be endangered or whose reputations might be smeared. But 
what we have found thus far is a great deal of the language of 
cooperation and a great deal of the activity of noncooperation. My 
staff people, for example, are still telling me that even though they go 
out to your shop, rather than asking the documents be sent nere, 
they are not provided with all of the information which they seek. 
Although they have all of the security clearances which Congress can 
give to them, we still find they are asked to sign an additional oath 
of one sort or another, of secrecy, before they be provided with the 
information they need. 

I am going to leave this decision up to the committee as a whole. 
It takes a record vote on whether we go into executive session or not, 
but my experience to date has been such that we gain absolutely 
nothing by going into executive session except the newspapers 
somehow get the appearance that we are learning things whicn in 
fact we are not learning. 

Mr. McClory. Will the Chairman yield? 

Chairman Pike. Of course, I yield. 

Mr. McClory. I would like to make this comment and ask a few 
questions along the same line. 

It seems to me that for us to get to what I feel are the basic and 
ultimate facts that this committee has to receive in order to arrive 
at any judgments and any recommendations, we do have to have 
information which you regard as secret, top, and compartmentalized, 
whatever. Now the question that I have is this: I feel that your rela- 
tionships with the Rockefeller Commission were such that they 
received the information that they wanted, that the Church com- 
mittee is getting what it needs and what it wants. Is there something 
about our rules or our procedures which would prevent you from 
being as completely forthright in an executive session as you are with 
the others? 

I don't believe we should, if all executive session means is just 
clearing the room of the spectators and the press, I don’t see any 
point to it at all. But if we receive things in secret, in confidence, 
which you feel are being retained in confidence 

Mr. Colby. No; I have a number of things I am prepared to 
show you when we go into executive session. 

Mr." McClory. You don’t have any problem with the procedures 
and the rules that we have adopted? 

Mr. Colby. I think part of the problem that the chairman is con- 
cerned about stemmed from the first few days of our relationship 
when we were not informed, by mistake, I was not informed of the 
details of the security arrangements and I did not know there were 
any security arrangements when we had our first exchange. 

Mr. McClory. You are satisfied now? 
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Mr. Colby. I think your security arrangements 

Mr. McClory. You think the executive session would be 
productive? 

Mr. Colby. I think it would be, Mr. McClory. 

Mr. McClory. Mr. Chairman, if it is in order, I would like to 
move that we resolve ourselves into executive session. 

Chairman Pike. Does any other member wish to be heard on 
the motion? 

***»«*. Mr. Stanton. 

Mr. Colby. So there is no misunderstanding, Mr. Chairman, I 
would like the opportunity to have the room swept. The court reporter 
I have used in other sessions with other oversight committees, so I 
have no reservation about him. With respect to your staff, I believe 
that there are certain compartmented aspects and I would ask that 
the staff members present be limited to the ones that you have 
designated for access to compartmented material. 

Chairman Pike. I don’t believe I ever designated anyone as qual- 
ified to get compartmented information. 

Mr. Colby. You designated 

Chairman Pike. I beg your pardon? 

_ Mr. Colby. You designated in one letter, I think it was either 
six oh eight of your senior staff members to havo access 
to all inforftmtion. 

Chairman Pike. To all information, absolutely, that is what I did. 

Mr. Colby. That is how I interpret it. 

Chairman Pike. And here is a very fundamental issue. The President 
of'thfe United States has decreed that there shall be three kinds of 
classified material and they are to be classified as confidential and 
secret and top secret and you have designated that beyond that there 
shall be other designations of classified material; ana I am just in- 
clined, reluctantly, to go along with the President of the United 
States and not with the Director of Central Intelligence, because I 
do not really think that there is any legal justification for you to 
impose some higher degree of classification on our staff than the 
President of the United States says should be imposed on anybody. 

> Mr. Colby. Under the act and under the National Security Council 
directives that carried it out, I believe that I am required to develop 
such additional compartments for particularly sensitive material as 
might be appropriate and necessary. I have so designated a certain 
category of activity as highly sensitive and to be handled in a very 
special way. 

Chairman Pike. Mr. Colby, I am sure you ore familiar with this, 
but I want to just read it into the record. This is the executive order 
of the President dated — let’s get the proper date — March 10, 1972, 
Order No. 11652 and it says: 

Official information or material which requires protection against unauthorized 
disclosure in the interest of the national defense or foreign relations of the United 
States (hereinafter collectively termed “national security”) shall be classified in 
one of three categories, namely, “Top Secret,” “Secret,” or “Confidential,” 
depending upon the degree of its significance to national security. No other 
categories shall be used to identify official information or material as requiring 
protection in the interest of national security, except as otherwise expressly 
provided by statute. 
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[Executive Order No. 11652 is printed in the appendixes of these 
hearings.] 

Now, would you refer me to the statute which expressly provides 
other categories? 

Mr. Colby. Well, the statute particularly, of course, assigns to me 
the responsibility for protection of intelligence sources and methods* 

Chairman Pike. On, that is a very broad and general chunk of 
language. 

Mr. Colby. It is no less broad than the one which identifies re- 
stricted data under the Atomic Energy Commission. It is a special 
category of information which I believe requires and is needed to have 
particular protection. 

Chairman Pike. And because you believe it, regardless of the lan- 
guage of the Presidential directive 

Mr. Colby. Mr. Chairman, I will point out that the material we 
are talking about is almost always classified under one of those three 
categories. 

Chairman Pike. Oh, yes, it is classified under one of those categories 
and then you add something else. 

Mr. Colby. And then it is compartmented so that everyone who 
has access to a secret document does not necessarily have access to 
that particular document. 

Mr. Rogovin. Mr. Chairman. 

Chairman Pike. Yes, Mr. Rogovin. 

Mr. Rogovin. Mr. Chairman, I believe the basic question is what 
staff members that vou have designated will participate in the execu- 
tive session and I believe this issue has been worked out and that those 
people whom you have designated will indeed participate. I believe 
the issue that you are raising is separate and apart from the meaning 
that we have. 

Chairman Pike. You are skipping arovind the fringes of the issue. 
But the real issue is that we have had this conversation now several 
times and the language I always get from you is: “I believe this has 
been worked out”; but as recently as the end of this morning’s session 
one of our staff members said to me that he is still being denied 
access and one of the people whom we had designated as qualified 
for everything is still being denied certain information at Langley. I 
just am a little weary of “This has been worked out.” 

What your real hangup is is this: You are willing' to tell all of the 
members of this committee almost everything in executive session. 
What you are afraid of is that other Members of Congress are going 
to learn what, is revealed to the members of this committee in executive 
session; is that a fair statement? 

Mr. Colby. No, Mr. Chairman, that is not a fair statement. I am 
concerned that the important secrets of our country are not exposed 
beyond what is necessary to expose them to in the process oi this 
investigation. 

Chairman Pike. Well, Mr. Colby, if we assume everything you say 
in your statement, if we assume that 3S Members out of the 535 
Members of Congress are in fact apprised of these activities, and the 
costs of all of these activities — I do not believe that they are but let 
us assume that they are — wliat we are saying is that 7 percent of 
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Congress has this information and 93 percent of Congress does not 
have this information. 

Do you feel that Congress is being advised about the nature of your 
activities and the costs of your activities? 

Mr. Colby. I have advised the appropriate committees of the 
Congress as designated by them. I think it is up to the Congress to 
decide what further — where further to go. I would recommend that our 
oversight committee not consist of a meeting of the Congress as a 
whole. I think that 535 or 545 Members on an oversight committee 
would not give us very much protection of our secrets. 

Chairman Pike. In other words, you fear the secrets which you 
h^ve would not be kept if exposed to all of the Members of Congress. 

Mr. Colby. I do so fear. I think, however, that the Congress can 
solve that problem, itself, if the Congress will be as responsible as 
I am about the matter in the arrangements it will make. 

Chairman Pike. Did you want to be heard? 

Mr. Stanton. No. 

Chairman Pike. Is there any other discussion on the question? 

Mr. McClory has moved that the— Mr. Lehman? 

Mr. Lehman. I voted against going into closed session before. 
Before I vote for it this time I would like to get one matter cleared up. 
One of the gentlemen here from OMB said that even in executive 
session he would not make a statement that he considered prejudicial 
to the United States. 

Will you make such a statement in an executive session, whatever 
that means? 

Mr. Colby. I am not sure what it means. 

I wiU 

Mr. Lehman. I don’t know, either. 

Mr. Colby. I will follow the Constitution and my oath and I will 
respond. There will be certain things that I will ask you not to ask 
sucn as the name of an agent someplace. 

Mr. Lehman. Yes. 

I yield to my friend from Texas. 

Mr. Milford. I didn’t recall that statement being made. Perhaps — 
I did understand the gentleman from OMB to say that until such 
time as he could legally reveal it — there seemed to be a difficulty 
here on the classification of the two reporters — he felt that it would 
be in violation of his oath to testify in the presence of these two people. 
And I believe his statement was in relation to that as opposed to a 
refusal to testify to the committee. 

Mr. Lehman. The gentleman who was sitting to the left of Mr. Lynn 
made the statement that even in executive session he did not feel he 
could make a statement that he thought was prejudicial to the 
United States. That is the way I recall it. 

I didn’t know exactly what it meant, but I found out in executive 
session later that it was just semantics anyhow. However, I want to 
get some idea of what that would mean because it will affect my vote. 

Mr. Colby. Mr. Lehman 

Chairman Pike. Mr. Dellums? 

Mr. Dellums. First of all, briefly, I will vote against going into 
_ executive session for all of the reasons that you have already ade- 
quately enumerated and one additional reason. That is that this is 
ostensibly a democracy. The American people do have a right to know. 
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Even if there are answers to questions that must be given in executive 
session I think that if the American people are going to make any 
sense out of these investigations then they at least have to begin to 
know the pattern and the trends that are being established ana they 
certainly need to know the issues. 

I think we ought to stay in open session and ask all the relevant 
questions. If Mr. Colby decides he can’t answer that because of 
national security reasons, at least the people will begin to know what 
the issues are. 

I would like to make a couple of editorial comments with respect 
to what you pointed out, Mr. Colby. First of all, there is. a substantial 
number of Members of Congress on whom CIA has active files or at 
least had files. I think that is a major travesty and tragedy in American 
society. 

No. 2, you have just stated in open session that you do not trust 
435 Members of Congress. What makes you believe that you can play 
God? On the first day of each new session of Congress, 435 members 
of Congress plus the delegate from the District of Columbia, plus 
the other persons who are representing territories, et cetera, raise 
their hands to uphold the Constitution of the United States. 

Now when I swore to uphold the Constitution, my Constitution 
didn’t say anything about assassination, opening mail, wiretapping, 
abusing the Constitution, abusing private citizens’ rights to privacy 
or any other unlawful act. It seems to me when we decide to come 
together as a nation and a people of laws, that it requires morality, 
integrity, and principle. And no agency has the right to rise above 
any other agency. 

What I learned in the fifth grade was, this was ostensibly a trium- 
virate form of government with its checks and balances and I think 
we ought to ask these questions in open session so that the American 
people can determine for themselves along with these other things, 
whether we have created a monster with no longer any control, whether 
there is accountability, whether there is, in fact, control. It seems to 
me that for you as one person to make the determination that you do 
not trust 435 Members, each of whom represents 464,000 people, each 
of whom won an open election in ostensibly a democratic society, 
I would say to you, sir, you don’t have the right to play God. 

Mr. Colby, Mr. Dellums, I am not playing God. I am only 
enforcing the laws that the Congress passed and the directives of our 
Government to protect some of the necessary secrets of the intelligence 
business to protect that very free society that both you and I want to 
protect. We both want to protect it. 

I believe that I can protect it, within the proper bounds of law 
and within the proper bounds of our Constitution. I believe it can be 
done. 

I am trying to articulate the way in which we Americans can gather 
together to control this, to supervise this intelligence business but not 
to destroy it by exposing its very inner secrets. 

Mr. Dellums. Just one final question, Mr. Colby. 

You pointed out this morning in open testimony, in open session 
when various Members of the Congress questioned you with respect 
to accountability and control, your response was individual integrity, 
persons of high caliber, that ultimately it is not a structural problem, 
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that you have to have good people in a position to do a good job. 
All right. 

The American people elected 435 people. Each of us may disagree 
how good we are, now much integrity we may have, et cetera. But the 
American people made that determination. For you to go beyond 
that determination it seems to me to be the height of folly. I don’t 
think that the question here ought to be whether Members of Congress 
have the right. If the people choose, that is what democracy is all 
about. We are either going to have democracy or we are going to 
have a convenient democracy. I think what we are beginning to see 
here is a convenient democracy, for those persons who want to see 
democracy happen when it speaks to their self-interest, but democracy 
cannot happen when in some way you feel that your particular 
interests are in some way endangered. 

All of us are here to maintain the national security of the countrj*. 
What we question is what is the definition of national security. 
Watergate, impeachment and many other things have pointed out 
clearly that under the rubric of national security,* many crimes and 
lawlessness and questionable acts can occur. I think that is a funda- 
mental, serious question. 

Chairman Pike. Mr. McClory? 

Mr. McClory.- I want to fulfill my responsibility here in compli- 
ance with the law and the rules that we have adopted as a committee 
and go forward with this complete investigation. I therefore move 
the previous question that we go into executive session. 

Cnairman Pike. The question is whether the committee go into 
executive session. Under tne Rules of the House a rollcall is required. 

The clerk will call the roll. 

The Clerk. Mr. Stanton? 

Mr. Stanton. No. 

The Clerk. Mr. Treen, absent. 

Mr. Dellums? 

Mr. Dellums. No. 

The Clerk. Mr. Kasten? 

Mr. Kasten. Yes. 

The Clerk. Mr. Murphy? 

Mr. Murphy. Aye. 

The Clerk. Mr. Johnson? 

Mr. Johnson. Aye. 

The Clerk. Mr. Aspin? 

Mr. Aspin. No. 

The Clerk. Mr. Milford? 

Mr. Milford. Aye. 

The Clerk. Mr. Hayes? 

Mr. Hayes. Aye. 

The Clerk. Mr. Lehman? 

Mr. Lehman. No. 

The Clerk. Mr. Pike? 

Chairman Pike. No. 

The Clerk. Mr. McClory? 

Mr. McClory. Aye. 

Chairman Pike. By a vote of six to five the committee will go into 
executive session at this point. 

[Whereupon, at 3:01 p.m., the committee went into executive 
session.] 
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TUESDAY, AUGUST 5, 1975 

House of Representatives, 

Select Committee on Intelligence, 

Washington, D.C. 

The committee met, pursuant to recess, at 10 a.m., in room 2118, 
Rayburn House Office Building, Hon. Otis G. Pike [chairman], 
presiding. 

Present: Representative Pike, Stanton, Dellums, Murphy, Aspin, 
Milford, Hayes, Lehman, McClory, Treen, Johnson, and Kasten. 

Also present: A. Searle Field, staff director; Aaron B. Donner, 
general counsel; John L. Boos, counsel; Jeffrey R. Whieldon, counsel; 
Roger Carroll, Fred K. Kirschstein, Charles Mattox, Gregory G. 
Rushford, and Sandra Zeune, investigators. 

Chairman Pike. The committee will come to order. 

We have this morning as our witness Assistant Secretary of De- 
fense Albert Hall, the Assistant Secretary of Defense for Intelligence. 

Dr. Hall, we are delighted to have you here. We have a small prob- 
lem before we start. One of the largest — and probably the largest — 
consumers of dollars and employers of people for tlie collection of 
intelligence is the National Security Agency. We have been trying to 
find the legal authority by which the National Security Agency was 
created and we find that the National Security Agency was created 
by a directive of the National Security Council, and we cannot get a 
copy of that directive. 

It seems incredible to me, very frankly, that we are asked to appro- 
priate money for a huge agency spending huge amounts of money and 
employing large numbers of people without being provided a copy 
of the piece of paper which established that agency in the first place. 

I am going to ask the committee to vote a resolution authorizing me 
to issue a subpena for that document and also for another document 
as to which we are getting some resistance. This was the so-called 
Schlesinger report, more formally entitled “Report to the President 
and the Secretary of Defense on the Department of Defense by the 
Blue Ribbon Defense Panel, July 1, 1970 — National Command and 
Control Capability and Defense Intelligence.” 

Before we vote on that I just wonder if you would like to be heard 
on the question of why Congress should not have these two peices of 
paper. 

Mr. Field tells me that it is not the Schlesinger report. I was in 
error on that. This is just a Blue Ribbon study relating to intelligence. 

( 175 ) 
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STATEMENT OF DR. ALBERT C. HALL, ASSISTANT SECRETARY OF 
DEFENSE (INTELLIGENCE), ACCOMPANIED BY JOHN SLACK, 
DIRECTOR OF RESOURCE MANAGEMENT; REAR ADM. DONALD 
HARVEY, CHIEF OF STAFF, AND DEPUTY FOR MANAGEMENT 
PLANS, DEFENSE INTELLIGENCE AGENCY; WILLIAM JENKINS, 
EXECUTIVE ASSISTANT FOR STAFF SERVICES, NATIONAL SECU- 
RITY AGENCY, LT. COL. DAVID CADE, EXECUTIVE ASSISTANT TO 
DR. HALL 

Dr. Hall. Anything that the committee needs in its deliberations 
I am in favor of it having. I would suggest that you determine after 
I am through with particularly any discussion m closed session in 
which I will treat the material which is used for the fundamental 

control of the National Security Agency, and all agencies 

Chairman Pike. Well, Dr. Hall, we did make a formal request 
that you bring this piece of paper creating the National Security 
Agency with you and you tell us that you want us to have everything 
we need but you didn't bring it. Why? 

Dr. Hall. We have to get clearance for releasing this material to 
you, sir. 

Chairman Pike. Are you telling me that somebody told you not 
to bring us this piece of paper? If so, who? 

Dr. Hall. We were not cleared to bring it this morning. We got 
the request last night. We are not cleared to bring it today. 
Chairman Pike. Who told you not to bring it this morning? 

Dr. Hall. Well, we have a general procedure in handling all in- 
telligence documents to get clearance to bring them here and when we 
have received that we will be very happy to bring it. ? 

Chairman Pike. I hear what you are saying, but you haven’t 
answered my question. 

Who told you not to bring it? 

Dr. Hall. Well, fundamentally we handle the clearance of all such 

material through the Assistant to the Secretary and until we have 

Chairman Pike. The Assistant to the Secretary 

Dr. Hall. — of Defense. 

Chairman Pike. Was it the Assistant to the Secretary of Defense 
who told you not to bring this? ... 

Dr. Hall. Let us say that the correct statement on the situation is 
that until we get clearance for it, we cannot bring it. As of this morning 
I had not yet received clearance for it. 

Chairman Pike. Let me ask you a question: Is it not a fact that it 
was the White House that made the determination that you should 
not bring that piece of paper here? 

Dr. Hall. Well, as far as I know, it was not, but I would like to 
say that I believe that the National Security Council directive is one 
which is properly considered in the closed session and I am very 
happy to discuss it with you, today. . 

Chairman Pike. We are talking about a piece of paper, not testi- 
mony, and I am advised our staff first started asking for this piece 
of paper not last night but a week ago Monday. 

Here we are representing the legislative branch of Government, 
asked to appropriate hundreds of millions of dollars to a certain agency; 
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and we are having difficulty finding the statutory authority for that 
agency even to exist. 

Now, isn’t that ridiculous? 

Dr. Hall. Well, there is statutory authority for the National 
Security Agency, as you know. The particular directive to which you 
are referring is the directive which controls the operation of the Agency. 
It is not the paper which sets up the Agency. 

Chairman Pike. Why is that document classified? 

Dr. Hall. It is classified because of the restrictions Congress has 
put on handling COMINT/SIGINT data and that document has 
such data in it. 

Chairman Pike. What you are saying is not the restrictions the 
Congress has put on handling this stuff. The Congress has passed 
laws allowing other people to restrict this information; is that not the 
fact? 

Congress, to the best of my knowledge, has not classified anything. 

Dr. Hall. No; but Congress has required the proper handling of 
security information to insure its protection. 

Chairman Pike. Are you telling us Congress has passed a statute 
which prohibits Congress from seeing this document? 

Dr. Hall. Not at all. 

In connection with this document, I really do want to say that the 
request came to me late last night and as soon as possible we will 
have it for you. 

Chairman Pike. I just keep hearing this song: “We want to co- 
operate with you. We want to give you all the information you need.” 
And yet we cannot get information and we cannot get pieces of paper. 

I would appreciate it if someone would move that this particular 
subpena could be issued. 

Mr. McClory. Mr. Chairman. 

Chairman Pike. Mr. McClory. 

Mr. McClory. May I be recognized? 

Chairman Pike. Certainty. 

Mr. McClory. I would just like to concur in your general observa- 
tions because it seems to me if we are going to fulfill our role here and 
to do the kind of oversight and investigative job we are required to 
do we have got to get at the information upon which we can act 
responsibly and I think it would be most unfortunate if even the 
appearance was given of refusal or failure to cooperate with this 
committee in its investigative job. 

I would hope, myself, that the documents in question would be 
forthcoming, giving assurances that if they do contain classified, 
secret information, that that will be respected pursuant to the rules 
of this committee. 

Chairman Pike. I will simply say to the gentlemen that the rules 
and procedures of this committee will be followed. 

Mr. Milford. Who is the clearance authority for this document? 

The statement from the Director of Intelligence before this com- 
mittee yesterday was that all documents were cleared to this particular 
committee. 

Who specifically is the clearance authority here? 

Dr. Hall. As I mentioned, the Assistant to the Secretary of 
Defense serves as our clearinghouse in the Department of Defense for 
release of all such material. 
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Mr. Milford. Is he subordinate to the Director of Intelligence? 

Dr. Hall. No; he is subordinate to the Secretary of Defense. 

In this particular situation, my own feeling is that these documents 
which are both highly classified, there is no reason at all not to release 
them to this committee. I just have not received clearance as of this 
morning to bring them up with me. 

Mr. Stanton. Mr. Chairman, I move that the Select Committee 
on Intelligence authorize the chairman to issue a subpena requesting 
the particular documents : 

(A) National Security Council intelligence directive No. 6 relating 
to the National Security Agency; and 

(B) Report to the President and Secretary of Defense on the 
Department of Defense by the Blue Ribbon Defense Panel, July 1, 
1970, National Command and Control Capability in Defense 
Intelligence. 

Mr. Pike. Is there question on the motion? 

The clerk will call the roll. 

The Clerk. Mr. Giaimo? 

[No response.] 

The Clerk. Mr. Stanton? 

Mr. Stanton. Aye. 

The Clerk. Mr. Dellums? 

[No response .1 

The Clerk. Mr. Murjihy? 

Mr. Murphy. Aye. 

The Clerk. Mr. Aspin? 

Mr. Aspin. Aye. 

The Clerk. Mr. Milford? 

Mr. Milford. Aye. 

The Clerk. Mr. Hayes? 

Mr. Hayes. Aye. 

The Clerk. Mr. Lehman? 

Mr. Lehman. Aye. 

The Clerk. Mr. McClory? 

Mr. McClory. Aye. 

The Clerk. Mr. Treen? 

[No response.] 

The Clerk. Mr. Kasten? 

Mr. Kasten. Aye . 

The Clerk. Mr. Johnson? 

Mr. Johnson. Aye. 

The Clerk. Mr. Pike? 

Chairman Pike. Aye. 

There is a vote of 10 ayes and no noes. The motion is carried and 
a subpena will be issued. 

Dr. Hall, would you please proceed with your prepared statement 
at this time? 

Dr. Hall. Mr. Chairman, I have with me on my right, Mr. John 
Slack, Director of Resource Management, in my office. I also have 
with me Rear Adm. Donald Harvey, Chief of Staff and Deputy 
for Management Plans, Defense Intelligence Agency; Mr. Wijliam 
Jenkins, Executive Assistant for Staff Services at the National 
Security Agency ; and Lt. Col. David Cade, my executive assistant. 
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In response to your request I am appearing before this committee 
to testify on all aspects of Department of Defense policies and pro- 
cedures that relate to planning, programing and budgeting for intelli- 
gence activities. 

As the Assistant Secretary of Defense (Intelligence) I serve as 
the principal staff adviser to the Secretary for the. management of — 
and allocation of resources for — Defense intelligence programs and 
activities. 

With me today are Mr. Robert T. Andrews, the Special Assistant 
to the General Counsel of the Department of Defense and Mr. John L. 
Slack of my staff. 

In order to be as clear and definitive as possible, I have structured 
my testimony in two portions. First, I will present an unclassified 
explanation of how the Department of Defense intelligence programs 
and budgets are formulated. The second portion will focus on fiscal 
and manpower levels of our intelligence programs, and necessarily 
will have to be classified. 

To explain the resource allocation process for our intelligence 

E rograms I will first briefly describe the planning, programing and 
udgeting system — PPBS— of the Department of Defense. I will 
then explain how the intelligence programs are developed and re- 
viewed; and how budgets are developed and reviewed. 

A key point that I wish to make at the outset is that intelligence 
programs and activities are subject to the same reviews and audits 
as all other Department of Defense programs. As an example, since 
1966 there have been over 86 audits of intelligence activities con- 
ducted by the Assistant Secretary of Defense (Comptroller). 

Security, in some cases, limits the number of people who can 
participate in the review and audit of intelligence programs but does 
not limit the number of agencies involved in the process. 

The planning, programing and budgeting system of the Depart- 
ment of Defense has as its primary objective the translation of 
national policy into programs that are highly visible and are presented 
in such a manner that decisionmakers can readily see all alternatives. 

The PPBS cycle has a secondary objective of causing a quantified, 
iterative, dialog between all parts of the Department of Defense. 

I might depart at this particular moment and say the procedure 
we follow in our budget review and preparation is even more stringent 
and more detailed and more substantive than it is for most other 
parts of the Department of Defense budget. 

Planning is done in considerable detail for at least 2 years into the 
future and projections for 3 more years are accomplished at a higher 
level or aggregation. With a 5-year overview, long range impacts 
can be assessed. Best estimates of future costs in terms of people, 
operations, training, and maintenance of defense systems are sur- 
faced prior to actual resource decisions. Cross program interfaces 
are denned and impacts on other than primary programs are also 
identified in the planning process. 

Programing is done for the next fiscal j r ear. It defines specific proj- 
ects, acquisitions, research and development activities, and program- 
matice new starts that represent the required resource actions for that 
fiscal year. 
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Budgeting is the process that produces the detailed costs by appro- 
priations that become the proposals presented to Congress. 

The programs of the Department of Defense fall within the general 
area of responsibility of tne Assistant Secretaries of Defense. Since 
the resources in the programs can overlap areas of management and 
functional responsibility, the programs are not considered the exclu- 
sive responsibility of one particular Assistant Secretary of Defense 
area. Li sted below are the 10 programs of the 5-year defense plan. 

STRATEGIC FORCES: OFFICE OF PRIME RESPONSIBILITY ASSISTANT 

SECRETARY OF DEFENSE (PROGRAM ANALYSIS AND EVALUATION) 

Consists of strategic offensive,. strategic defensive and civil defense — 
_as. major subdivision. Includes command, logistics, and support 
organizations identifiable and associated with these forces. 

GENERAL PURPOSE FORCES: OFFICE OF PRIME RESPONSIBILITY 

ASSISTANT SECRETARY OF DEFENSE (PROGRAM ANALYSIS AND 
EVALUATION) 

Consists of general purpose force-oriented program elements in- 
cluding the command organizationsjissociated with these forces, the 
logistics organizations organic to these forces, and the related support 
units which are deployed or deployable as constituent parts of mili- 
tary or naval forces and field organizations. 

INTELLIGENCE AND COMMUNICATIONS: OFFICES OF PRIME RESPONSI- 
BILITY — ASSISTANT SECRETARY OF DEFENSE (INTELLIGENCE); 
DIRECTOR, TELECOMMUNICATIONS AND COMMAND AND CONTROL 
SYSTEMS 

Consists of resources related primarily to centrally directed Depart- 
ment of Defense mission-oriented functions such as mapping, charting, 
and geodesy, weather service, oceanography, and aerospace rescue 
recovery. 

AIRLIFT/SEALIFT: OFFICE OF PRIME RESPONSIBILITY — ASSISTANT 

SECRETARY OF DEFENSE (PROGRAM ANALYSIS AND EVALUATION) 

Consists of airlift/sealift and traffic management and water ter- 
minals both industrially funded (IF) and nonindustrially funded 
(NIF). Includes command, logistic and support units organic to 
these organizations. 

GUARD AND RESERVE FORCES: OFFICES OF PRIME RESPONSIBILITY — 
ASSISTANT SECRETARY OF DEFENSE (MANPOWER AND RESERVE 
AFFAIRS); ASSISTANT SECRETARY -<OF DEFENSE (PROGRAM ANALYSIS 
AND EVALUATION) 

Consists of Guard and Reserve training units. Elements are ar- 
ranged in'program order to facilitate the relating of the Guard and 
Reserve training forces to the active force structure. 
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RESEARCH AND DEVELOPMENT: OFFICE OF PRIME RESPONSIBILITY — 
DIRECTOR, DEFENSE RESEARCH AND ENGINEERING 

Consists of all research and development activities which are not 
related to operational systems. The R. & costs related to operational 
systems will be identified in appropriate program elements in the 
programs to which the weapons or support system may be identified. 

CENTRAL SUPPLY AND MAINTENANCE: OFFICE OF PRIME RESPON- 
SIBILITY ASSISTANT SECRETARY OF DEFENSE (INSTALLATIONS AND 

LOGISTICS) 

Consists of supply and maintenance depots, both industrially 
funded and nonindustrially funded, as well as second destination 
transportation, industrial preparedness, and logistics and mainte- 
nance support activities. 

TRAINING, MEDICAL, AND OTHER GENERAL PERSONNEL ACTIVITIES: 

OFFICES OF PRIME RESPONSIBILITY ASSISTANT SECRETARY OF 

DEFENSE (HEALTH AND ENVIRONMENT); ASSISTANT SECRETARY OF 
DEFENSE (MANPOWER AND RESERVE AFFAIRS) 

Consists of training, medical and other support activities associated 
with personnel. Excludes training specifically related and identified 
with another program. Also excludes housing, subsistence, medical, 
recreational and similar costs and resources that are organic to a 
program element such as base operations in other programs. 

ADMINISTRATION AND ASSOCIATED ACTIVITIES: OFFICE OF PRIME 

RESPONSIBILITY — CONSISTS OF RESOURCES FOR THE ADMINISTRATIVE 
SUPPORT OF DEPARTMENTAL AND MAJOR ADMINISTRATIVE HEAD- 
QUARTERS, FIELD COMMANDS AND ADMINISTRATIVE ACTIVITIES 
(NOT ELSEWHERE ACCOUNTED FOR). 

SUPPORT OF OTHER NATIONS: OFFICE OF PRIME RESPONSIBILITY — 
ASSISTANT SECRETARY OF DEFENSE (INTERNATIONAL SECURITY AFFAIRS) 

Consists of program elements in support of international military 
headquarters; MAAGS, missions and military assistance groups, 
NATO infrastructure and MAP. 

The total intelligence program over which I have cognizance is 
referred to as the consolidated defense intelligence program (CDIP). 
It has a four-element substructure. The consolidated cryptologic 
program (CCP) contains those resources and activities associated 
with signals intelligence — the National Security Agency (NSA) is a 
major organization in the CCP and the Director of NSA serves as 
the CCP program manager. The CCP has components from all three 
Services. 

The general defense intelligence program (GDIP) is comprised of 
'the Defense Intelligence Agency (DIA) and the service intelligence 
•organizations. A member of my staff acts as the program manager 
;for GDIP- This is the primary defense program for analysis of col- 
lected intelligence data and its conversion into meaningful intelligence 
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products for Department of Defense. It concerned with current 
intelligence, intelligence estimates, long range studies, and analj T sis 
of foreign scientific and technical progress. Also included in this pro- 
gram are some special collectors and the defense attach^ system. 

Special reconnaissance vehicles is the program containing certain 
intelligence drones and high flying reconnaissance aircraft. 

Other major Department of Defense force programs include re- 
sources and activities which are related to intelligence but, because 
of their direct involvement with combat or other forces, are developed, 
justified, and funded in these nonintelligence programs. Strategic 
warning systems, such as some radars and reconnaissance vehicles are 
contained within the strategic forces program. Specialized SIGINT 
electronic warfare, photo and radar collection activities whose pri- 
mary purpose is to furnish support to operational commanders are 
contained in the general purpose forces program. The research and 
development program develops platforms and sensors that may sub- 
sequently be used in intelligence systems. Training for intelligence 
personnel is included in the same training program as all other De- 
partment of Defense training. Headquarters staffs for the services 
and for the unified and specified command are contained in several 
nonintelligence programs and since intelligence staffs are no different 
than logistics or operations staffs, they are programed together. 

While these programs are placed in different parts of the budgeting 
operations, I would like to emphasize that my office maintains cogni- 
zance of them all and knows where the funds are and how they con- 
tribul o to intelligence. 

The planning, programing, and budgeting cycle starts 2 years in 
advance of the actual release of the funds to the services and agencies 
for expenditure. The cycle starts with the issuance of a draft planning 
and programing guidance memorandum by the Secretary of Defense 
in October of each year. This is followed by a final planning and 
programing guidance memorandum in February. Following the 
issuance oi guidance, the services and agencies develop and submit a 
program objective memorandum in May. Following reviews, a pro- 
gram decision memorandum is Issued by the Secretary of Defense in 
August. The services and agencies then convert the Secretary’s 
decisions into a budget estimate by October. These budgets are re- 
viewed and consolidated to form the defense portion of the Presidential 
budget submitted to Congress in January. Following congressional 
actions, the budgets are then again reviewed, properly changed to 
follow congressional intent, and are issued in time to start the new 
fiscal year in October. 

I will now describe how these milestones are achieved. The develop- 
ment of guidance to the services and agencies is led by the Assistant 
Secretary of Defense (Program Analysis and Evaluation) with the 
support and coordination of the other Assistant Secretaries of Defense. 

In the formulation of the guidance, national objectives, of course, 
must be of overriding concern. These are perceived, formulated and 
debated. Force requirements are considered and the Joint Chiefs of 
Staff participate extensively in this portion of the cycle. Obviously, 
ongoing actions and programs must be considered. Capabilities that 
are clearly becoming inadequate in our changing w'orlcl must be ad- 
dressed. There are ongoing projects whose usefulness, size or cost may 
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suggest that changes or consolidations are required. At all times, 
special studies and war games — as directed by the Secretary of De- 
fense — are considered in Tight of important tradeoffs and alternatives 
which impact on the guidance. As our R. & D. programs reach fruition, 
technical improvements or breakthroughs may be found which will 
allow us to perform actions or achieve capabilities not previously 
available to us. If these are significant then our planning should cer- 
tainly encompass them. Last but not least, we recognize continually 
that there are fiscal constraints on the Department of Defense. In 
fact, the key consideration for intelligence programs is how to con- 
tinue to produce necessary intelligence in a changing world with a 
declining real program value. 

These considerations result in the planning, programing, guidance 
memorandum from the Secretary of Defense to the service Secretaries 
and Directors of the Defense Agencies. 

Because of the classification of most of our programs, guidance to 
Department of Defense intelligence activities is contained in an annex 
to the basic memorandum. 

The PPGM annex contains policy guidance on such aspects as: 
Focusing of intelligence activities on certain alerts^ technical improve- 
ments; manpower reduction plans; and programmatic and fiscal 
constraints. The annex also directs appropriate amplifying studies, 
such as technical development plans, cost-benefit tradeoffs, and risk 
analysis. These studies then become part of the CDIP review process. 

Following receipt of the PPGM, the military departments have 
until approximately the first of May to respond witlvtlieir recom- 
mended programs. It is a large effort. Senior officers and departmental 
civilians are deeply involved and on the surface it would seem that 3 
months is a short time for the development of a response of this impor- 
tance. However, it must be remembered that all' participants have 
had access to the tentative guidance, and in fact, have been involved 
in development of the guidance. In addition, a large portion of all 
programs represents continuations of ongoing activities. 

In this process, the military departments receive inputs from several 
sources. Program managers include such people as the project manager 
for the B-l bomber and, the case of intelligence, the Director, NSA 
who manages the consolidated cryptologic program. Of course, the 
departments receive requirements for funds and manpower from their 
subordinate organizations. Each headquarters staff is involved and 
of course the Joint Chiefs of Staff recommendation on force levels 
is an essential part of the program development. From these inputs, 
the recommended program is produced — consistent with guidance — 
and is entitled “Program Objective Memorandum’' or POM. 

Within the departments and agencies the POM is reviewed Jjy — 
and defended to — all staff elements, senior policy officers, boards of 
review, the Chief of Staff and the service Secretary or Director him- 
self. Since all programs must be contained within total fiscal and 
manpower ceilings, they are defended and “scrubbed” vigorously 
within the services and agencies before they are ever sent to the 
Secretary of Defense. 

From May through July, the program objective memorandums are 
subjected to a thorough review at the Department of Defense level. 
This review is conducted in the context of total Department of 
Defense needs and requirements. In the case of intelligence, the 
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review must respond to both national and defense intelligence re- 
quirements. In the review process, I receive from the program man- 
agers their recommended programs — which have been derived from a 
consolidation of the service and agencv program objective memo- 
randums. My staff — including both technical and resource analysis 
personnel — review in detail all aspects of the POM’s and the program 
managers recommended programs. Members of Mr. Colby’s intelli- 
gence community staff participate with us in this review. Of course, 

. the Office of Management ana Budget also reviews the program ob- 
jective memorandums. The objective of our defense review is to gener- 
ate and surface key issues which will require resolution prior to the pro- 

f ram decision date. The resolution process takes place at several levels. 

laving defined the issues, the various staffs, working together with 
a common set of facts, can usually resolve most disagreements. 
Occasionally, because of a difference in perspective between Mr. 
Colby’s responsibilities and mine, we may have issues to settle between 
us. Finally, those issues which cannot be resolved to my detailed 
review are submitted to the Secretary of Defense for decision. 

The purpose of the process is to raise the issues which are realty 
important that need to be considered whether there is a disagreement 
and insure that those issues are properly considered by the Secretary 
of Defense. 

The ultimate result of this review process is the- issuance of the 
program decision memorandum or PDM. The PDM contains policy 
statements which may or may not conform to policies previously 
contained in the PPGM. The PDM identifies program funding levels, 
approves new initiatives, disapproves programs or actions, and applies 
fiscal reductions. It also makes other changes as necessary, such as an 
adjustment in manpower levels. 

The services or agencies can reclama these decisions and often do. 
The reclamas are re-reviewed and the Secretary of Defense issues a 
final position in August. 

Following the issuance of the program decision memorandum, the 
military departments and agencies must translate these programmatic 
decisions into a budget. Despite the time and effort that go into the 
PDM, the PDM decisions are not final. As the various programs 
become more clearly defined and more precise costs identified, changes 
in programmatic decisions may be warranted. Therefore, the develop- 
ment of a budget is an important milestone in the PPBS cycle. Budgets 
are developed by the service and agency comptrollers, and must 
consider the PDM, detailed costing of things and people, inflationary 
factors, ancillary expenses, and appropriation propriety. The budget 
estimate that results from these considerations contains a detailed 
explanation of the goods and services to be procured 12 months 
hence. It reveals the detailed cost to run organizations and pay people 
and it assigns these costs to proper appropriation categories. 

Following submission of the budget estimates to the Secretary of 
Defense, the lead is assumed by the Assistant Secretary of Defense 
(Comptroller). Upon receipt of these estimates, he schedules and 
conducts formal budget hearings in which the military departments 
and agencies appear before the reviewing staffs to answer questions, 
defend projects and cost levels and explain discrepancies. 
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I should add that the Office of Management and Budget also 
participates in this review. The reviewing authorities consider the 
program decision memorandum, taking into account funding level 
changes and programmatic changes that have occurred since the PDM 
as a result of further information or completion of more detailed 
studies concerning these programs. These reviews and studies may 
introduce additional issues for resolution. 

The budget reviews focus on cost estimate escalations, phasing of 
expenditures, and details of procurement in order to arrive at a firm 
judgment as to the continued value of various projects. The reviewing 
authorities for intelligence programs are the Assistant Secretary of 
Defense (Comptroller), the Assistant Secretary of Defense (Intelli- 
gence) and the Office of Management and Budget and the intelligence 
community staff, working jointly throughout. The end result of the 
budget review process is the Defense portion of the President’s budget 
that is submitted to Congress. 

Following congressional action, the Department of Defense budget, 
as originally submitted, may of course have to be changed. This 

E rocess, as you know, is called apportionment. Again the load for the 
>epartment of Defense is taken by the Assistant Secretary of Defense 
(Comptroller). Actual budget changes are made by the military 
department and agency comptrollers after the congressional actions 
have been forwarded to them. In the same way as the budget review, 
the reviewers consider congressional intent, funding level changes, 
and, of course, programmatic priorities. Again, they go through the 
same detailed review to look for any changes made by the departments 
and agencies that might not be in consonance with the originally 
approved programs. The same staffs that conducted the budget 
review also conduct the apportionment review. Generally this review 
results in release of funds for execution — such as procurement of 
equipment. However, if there are still soft spots in the program, funds 
can be deferred for cause. This occurs, for example, when R. & D. 
did not completely resolve some technical problem or if some time- 
phased actions slipped. 

During the past 10 years there has been considerable effort expended 
in auditing the activities of Defense intelligence programs. These have 
been conducted using the guidance issued by the Comptroller General. 

These audits have included specific intelligence operations, procure- 
ment, research and development, logistics, personnel management, 
ADP operations, communications, finance and accounting, training, 
and overseas mission operations. 

These audits have been conducted at three levels; financial and 
compliance, economy and efficiency, and program results. 

The audits range from the management of NSA’s cafeterias to 
the verification of the installation of classified equipment in Europe, 
from check issuing procedures to the production of intelligence. 

I am an information addressee of these reports and they have 
affected how resources are managed in the total consolidated Defense 
intelligence program. 

Six Department of Defense auditors are in permanent residence 
at NSA, four at DIA. In addition, the GAO keeps two resident auditors 
at NSA. 
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No Department of Defense auditor has ever been constrained by 
security considerations. Intelligence, as I previously stated, is treated 
as any other activity of the Department of Defense. 

In summary, let me try to put the entire planning, programing 
budgeting system into an industrial analogy. The planning, pro- 
graming, guidance memorandum is in effect a request for a proposal 
from the military departments. It is a generalized set of specifications 
similar to concept definition requests from industry. 

The program objective memoranda are the proposals. 

The program decision memorandum is the selection of those ele- 
ments of the proposals which we want to buy. The budget review is 
a detailed negotiation and the apportionment is the contract. 

This has necessarily been a very brief explanation of what is a very 
complex system. My objective has been to point out that Defense 
intelligence programs are developed in the same manner as all other 
programs and subject ' to the same continuing and rigorous reviews. 
Funding constraints are present at all times, and from this process 
comes programs that we are convinced are essential to the Nation. 

At this time I am happy to consider your questions. 

Chairman Pike. Thank you, Dr. Hall. 

Dr. Hall, we have always had the image in America, I guess, of 
intelligence gathering as the work of covert men in trench coats, 
living in Spartan surroundings and risking their lives all the time. 

Would you tell me how many generals and admirals there are in 
the Defense Intelligence Agency? 

Dr. Hall. Admiral Harvey says there are seven in the Defense 
Intelligence Agency . 

Chairman Pike. Would } r ou tell me how many generals and ad- 
mirals there are in the National Security Agency? 

Dr. Hall. There are six, Mr. Chairman. 

Chairman Pike. Would you tell me how many generals and ad- 
mirals there are within the Defense Attach^ System? 

Dr. Hall. There are four flag officers in the attach^ system. 

Chairman Pike. Would you tell me how many generals and ad- 
mirals there are in the defense intelligence community all together? 

Dr. Hall. I don’t have that number with mejbut I will be happy 
to provide it. 

[The information follows:] 

Including the DIA, attach^*, and NSA flag officers there are a total of 42 
generals and admirals in the intelligence community. These include intelligence 
billets at unified and specified commands and five billets assigned to staffs ; that 
is, one in CIA, one at the intelligence community staff, one in my office, one with 
the Special Activities, Air Force, and the commander of the Defense Investigative 
Service. 

Chairman Pike. Dr. Hall, when you approved this tight defense 
intelligence budget this year, would you tell us how you justified a 
$95,000 home for a general in Brasilia, a $100,000 home for a general in 
Helsinki, a $75,000 home for a general in Brussels, and two $100,000 
homes for generals in Stockholm? 

Dr. Hall. I wouldn’t want to try to answer that off the cuff. In 
the operations that we have in these areas, it is necessary for us to 
provide the capability for them to carry out their jobs. 

Chairman Pike. That is carrying out your job in relatively high 
style, is it not, Dr. Hall? 



Dr. Hall. Mr. Chairman, a $95,000 house in Washington doesn’t 
go very far and in other capitals it doesn’t go veiy far, either. 

Chairman Pike. Let’s talk about $6.6 million in the current fiscal 
budget for aircraft for our defense attaches, at $770,000 each. 

Do they all have to have a $737,000 aircraft to do their job? 

Dr. Hall. Admiral Harvey, would you answer the question? 

Admiral Harvey. Sir, we have 85 attach^ positions. I think the 
program calls for 17 aircraft all told. 

Chairman Pike. Seventeen aircraft? 

Admiral Harvey. Yes, sir. 

Chairman Pike. Does a general who flies one of these aircraft, or 
an admiral who flies one of these aircraft, also collect flight pay? 

Admiral Harvey. Sir, there is only one admiral in the attach^ 
system. He is in London. He is not an aviator so he does not fly one 
of the aircraft. In fact 

Chairman Pike. How about the ones who are pilots and do have 
their own planes? Do they also collect flight pay? 

Admiral Harvey. Yes, sir, if he were on flying status. However, 
there are no generals or admirals flying aircraft assigned to the defense 
attach^ system. In fact, there are presently no aircraft assigned to 
DAO’s which have flag rank officers assigned. 

Chairman Pike. Dr. Hall, you tell us that your budget here goes 
through all of the normal accounting and auditing processes. This is 
five houses, the lowest price $75,000, one at $95,000 and three at 
$ 100 , 000 . 

Were all of those 17 planes, Admiral, in this year’s budget? 

Admiral Harvey. No, sir, they are being phased in gradually. A 
replacement of aircraft now, some of them the oldest in our inventory. 

Chairman Pike. So there will be more aircraft in next year’s 
budget, is that correct? 

Admiral Harvey. The overall total is 17, sir. 

. Chairman Pike. But I said there will be more in next year’s budget, 
is that correct? 

Admiral Harvey. I would have to check the figures on that. 

Dr. Hall. No, it would not. The amount in there is to cover the 
replacement aircraft. 

Chairman Pike. Now, does the General Accounting Office check 
your budgets or check your expenditures in the defense intelligence 
community? 

Dr. Hall. The General Accounting Office has not carried out a 
detailed audit. 

Chairman Pike. So it isn’t really accurate to say your expenditures 
are audited the same way everyone else[s in Government is audited? 

Dr. Hall. I would say our expenditures are audited at least as 
rigorously as any other program. 

Chairman Pike. By you? 

Dr. Hall. By the Department of Defense. 

Chairman Pike. Mr. McClory. 

Mr. McClory. Thank you, Mr. Chairman. 

I am concerned about the relationship of the Congress to your 
budget. You mention on page nine of your testimony that the budget 
finally gets some congressional attention. What congressional attention 
does it get? How many members of the Congress, and on what com- 
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mittees, learn about the Defense budget relating to intelligence 
activities. 

Dr. Hall. The House Appropriations Committee goes over it in 
great detail. The Senate Appropriations Committee goes over it in 
great detail. The Armed Services Committee of the House go over it 
m detail. 

Mr. McClory. Are those all the members of those committees? 

Dr. Hall. Yes, and the Senate Armed Services Committee, some 
members of that. 

Mr. McClory. Some members of the Armed Services Committee? 

Dr. Hall. The Senate Armed Services Committee. 

Mr. McClory. Some members of the Senate Armed Services 
Committee. All members of the House Armed Services Committee. 

Dr. Hall. All members of the House Appropriations Committee, 
all members of the Senate Appropriations Committee. 

Mr. McClory. They get all the details of your defense activities 
that are in the budget? 

Dr. Hall. Yes sir. 

Mr. McClory. I have been looking at the chart here regarding the 
military intelligence community. It was my view that all intelligence 
activities were funneled through the CIA and that the Director of the 
CIA was designated by law to correlate and evaluate intelligence 
activities, military and nonmilitary, political and so on. 

However, it seems to me that that channel doesn’t apply with 
regard to defense intelligence activities. 

In other words, the Director of Central Intelligence is circumvented 
in connection with defense intelligence activities. Could you explain 
that to me? 

Dr. Hall. Yes, sir. He is not circumvented. A substantial part of 
the expenditures and the programs of our intelligence program — overall 
intelligence program — is the responsibility of the Secretary of Defense. 
All programs within our Department are reviewed by the Director of 
Central Intelligence so he reviews and sees all the programs that go on. 

Mr. McClory. You describe that on page 13 of your testimony, 
but you indicate that somebody from Mr. Colby’s staff reviews these 
things and then where there are differences between the CIA and the 
defense intelligence, as far as projects or funds are concerned, that the 
decision is then left to the Secretary of Defense and he makes the 
decision. 

Is that correct, does he make the decision or does Mr. Colby make 
the decision as far as a defense activity, or defense expenditure is 
concerned? 

Dr. Hall. If there is a problem which is flagged by the staff, the 
procedure that is followed is that Mr. Colby ana I discuss the matter 
personally together. He also uses an organization known as In- 
telligence Resources Advisory Committee to advise him on how the 
overall resources should be applied. 

If there is a problem, still — if we can’t resolve it— and I should 
say there has only been one or two such cases in my period of tenure — 
then the Secretary of Defense is brought into the situation. 

Mr. McClory. And he makes the decision? 

Dr. Hall. He makes the decision as far as the budget that goes 
to the President is concerned. It is the President’s budget in the final 
analysis 
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Mr. McClory. What is the legal authority for the Secretary of 
Defense to make that decision instead of the Director of CIA? My 
interpretation of the statute is that the Director of CIA is the ultimate 
decisionmaker. 

Dr. Fall. The ultimate decisionmaker is really the President. 
Finally, it is his budget that goes to the Congress. 

Mr. McClory. Before the President, I mean. 

Dr. Hall. What I wanted to continue with for just a moment is, 
if there is an issue between the Secretary of Defense and the Director 
of Central Intelligence, then the Director of Central Intelligence 
does report to the President and he can bring the matter to the 
President. 

Mr. McClory. That is the only way? 

Dr. Hall. Yes. 

Mr. McClory. For instance, a large project we had some testimony 
about and we all know about, the U-2. What involvement was there 
of the military in the U-2 or was that solely a CIA activity? 

Dr. Hall. That was dominantly a CIA activity. It was eventually _ 
turned over to the military and the military contributed to it, but 
it was fundamentally a CIA project. 

Chairman Pike. Mr. Stanton. 

Mr. Stanton. Thank you, Mr. Chairman. 

Could you tell me, concerning our base in the Philippines, whether 
a hearability study was done before the FLR-9 antenna system was 
installed there? 

Dr. Hall. I am sure there was. I will be prepared to go into detail 
on that in classified session, but as a general procedure we always 
make hearability tests before we make an antenna system. 

Mr. Stanton. What did that system cost when you installed it? 

Mr. Slack. The antenna screen would probably be about $2 million. 

Mr. Stanton. Is that the total cost or do you have any prepara- 
tion costs, engineering studies? 

Dr. Hall. I am sure there was more to it, but I would say that it 
was probably under $16 million. 

Mr. Stanton. Were the intelligence activities at that base re- 
cently reduced by a substantial amount? 

Dr. Hall. In the Philippines? 

Mr. Stanton. Yes. 

Dr. Hall. We have gone to a caretaker status there some time ago, 
yes. 

Mr. Stanton. Isn’t it really a fact that another hearability study 
was determined, that the geography of the location prohibited good 
reception, where that was initially installed. 

Dr. Hall. No, I don’t think that is true. One of the things now 
under consideration is the need for reactivating that site as a result 
of some of the moves in Southeast Asia. 

Mr. Stanton. Then you have had no technical difficulty in recep- N 
tion and hearability from the initial installation? 

Dr. Hall. I don’t intend to equivocate on this, but the hearability 
matter varies, depending on what you are looking at. There are certain 
areas in which it can reach and certain areas which it can’t reach. 
That is true of any site. It is always a balance between where you put 
your resources, and, depending upon what are the targets. There is 
no fundamental hearability problem, there. 



Mr. Stanton. Southeast Asia, Dr. Hall, have you had any reduc- 
tion in budget, because your costs there have been diminished through 
the cessation of activities? 

Dr. Hall. We have had a reduction in the budgets for intelligence 
activities in Southeast Asia; yes, sir. This has been going on for 
several years. 

Mr. Stanton. Is that reflected in your budget for 1976? 

Dr. Hall. It is reflected in part in the budget. It did not bring 
down our overall budget. 

Dr. Stanton. How do we get a handle on this question of the 
escalating budget of the DIA? We don’t know whether the CIA budget 
is escalated because we don’t know what is in it. 

Dr. Hall. In the executive session I hope to be able to tell you 
specifically what is causing the changes in the Defense Intelligence 
Agency budget and all other budgets. 

Mr. Stanton. It wouldn’t be the attach^ program, would it? 

Dr. Hall. No. The attach^ program has been reduced in size over 
the years. It is running fairly stable at this particular point at about 
1,000 people. It is one of our most useful sources of information. 

Mr. Stanton. It might be reduced in size, Doctor, but it has in- 
creased in individual cost, has it not? 

Dr. Hall. One of the problems has been that all manpower costs 
have gone up. 

Mr. Stanton. It is pretty tough assigning an airplane for each 
one of the attaches, isn’t' it? 

Dr. Hall. They don’t each one of them have an airplane. 

Mr. Stanton. How many airplanes do you have, Doctor, for the 
attach^ program? 

Dr. Hall. There were 17 until recently. 

[Dr. Hall provided the committee with the following data concerning 
the 14 aircraft presently assigned within the Defense Attach^ system:] 

There are presently 14 aircraft assigned within the Defense attache system, 
as follows: Afghanistan, C-131; Argentina, T-29; Brazil, C-131; Greece, C-131 ; 
Honduras, C-47; ‘Indonesia, C-117; Laos, C-47, U-21A; Liberia, C— 117; Philip- 
pines, C-47; South Africa, C-47; Thailand, C-47; Venezula, T-29; Zaire, U-21A. 

Three aircraft have recently been returned to the services. These are two aircraft 
previously assigned to DAO Phnom Penh and one aircraft previously assigned to 
DAO N’djamena, Chad. The aircraft in Chad was retuncd as a part of overall 
reductions at that DAO. We anticipate reducing DAO Vientiane, Laos by at 
least one aircraft in the near future. 

Seventeen replacement aircraft are now on order from Beech Aircraft Corp. 
These are C-12, two engine turboprop aircraft which are being procured off-the- 
shelf. 

Present plans call for assignment to the Defense Attache Office’s listed above, 
and to DAO's in Egypt, Pakistan, Finland, and Saudi Arabia. 

Mr. Stanton. When did you initiate that program? 

Dr. Hall. The airplane program has been going as long as I 
remember. 

Mr. Stanton. You have had 17 airplanes for as long as you can 
remember? 

Dr. Hall. It has probably varied, but it is about that; yes. 

Mr. Stanton. It hasn’t increased? The cost? Has the number 
increased in the last 9 years? 

Dr. Hall. No; in that the number has decreased. 



191 


Mr. Stanton. It is about the same size and has been for the last 
5 years. 

[The following information was subsequently supplied by Dr. Hall :] 

In 1966 there were 50 aircraft assigned within the Defense Attach^ system. 
Thirty-six were on loan from the Air Force (24 C-47’s and 12 C-131/T-29’s), 12 
were on loan from the Navy (10 C-47’s and 2 HU-16’s). Between 1968 and 1970 
all but 17 of these aircraft were withdrawn as an economy measure. With the 
exception of recent withdrawals from Cambodia and Chad, the number has 
remained constant since that time. There are 17 replacement aircraft (C-12 two 
engine Beech turboprops) now on order for use within the DAS, to replace the 20- 
and 30-year old aircraft now assigned. These aircraft and associated equipment 
cost about $750,000 each. Delivery of these aircraft will begin in September 1975 
and will be complete in November 1976. Modernization will be completed at that 
time and no additional procurement will be required. 

I have no further questions. 

Chairman Pike. Mr. Murphy. 

Mr. Murphy. Thank you, Mr. Chairman. 

Mr. Hail, what are the air attache’s planes used for? What need 
would they have of an airplane other than to get from one city to 
another? 

Dr. Hall. Mr. Murphy, fundamentally it is a transportation 
problem. 

[Dr. Hall subsequently expanded upon his answer to Congressman 
Murphy as follows:] 

The aircraft and crews conduct flights not only within their country of primary 
assignment but also in countries where the attaches are additionally accredited. 
They further support DAO’s in nearby countries in which the DAO does not have 
an aircraft assigned. This support takes the form of logistical support and provides 
transportation of the resident attachds on field trips and other visits away from 
the national capital. This mobility is especially beneficial in countries where other 
forms of transportation are primitive, inadequate, or dangerous; 

The aircraft support U.S. Ambassadors to some extent, and have provided 
support to CIA, USAID, Peace Corps, Presidential Commissions, and Congres- 
sional delegations. They are also available for emergency and medical evacuation. 

Mr. Murphy. So it is strictly for transportation? 

Dr. Hall. Yes, sir. 

[Dr. Hall subsequently modified his statement as follows :] 

It is primarily for transportation. However, since the mission of our attaches is 
observation, it promotes this objective. 

Mr. Murphy. Did Department of Defense funds ever go to defray 
expenses of civilian employees of domestic corporations on missions 
designed to gather intelligence in foreign countries? 

Dr. Hall. I don't really understand the question, Mr. Murphy. 

Mr. Murphy. Do you expend any DIA funds to defray expenses 
of civilian employees of domestic corporations or proprietary corpo- 
rations of the CIA on missions designed to gather intelligence in 
foreign countries? 

Dr. Hall. We don't allocate any DIA funds for what would be 
called clandestine operations. 

[Dr. Hall subsequently amended the above statement as follows:] 

Except of course that DIA has a staff monitoring and validation responsibility 
for operations conducted by the Services. 

There are contractors which are used to help put in equipment 
like computers, and this is done by civilians; it is generally done by 
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civilians, and it is a regular contract, and their expenses are a part of 
that particular operation. 

Mr. Murphy. Did DIA have any so-called proprietary corpora- 
tions? 

Dr. Hall. No. 

Mr. Murphy. You fund none of that? 

Dr. Hall. No. 

Mr. Murphy. Are any of your funds ever channeled to the CIA? 

Dr. Hall. The CIA appropriations appear in the Department of 
Defense budget, so there is a transfer. 

Mr. Murphy. You have an apparatus in that budget where you 
transfer funds back and forth? 

Dr. Hall. The transfer of the funds after allocation by Congress 
to CIA, through that particular process. 

Mr. Murphy. When vou appear before these appropriation sub- 
committees charged with oversight of the Defense budget, are the 
members made aware of these transfers of money, how much money 
is transferred and the purposes the money is used for? 

Dr. Hall. Yes, sir. 

Mr. Murphy. In detail? 

Dr. Hall. In detail. 

Mr. Murphy. Tell me this: At what point are they made aware of 
it? After a particular project is undemay, completed, or prior thereto? 

Dr. Hall. Wien a project is started, or initiated, it is explained 
to them how the project is to be done, who is going to do it, where 
the funds would be expended. 

Mr. Murphy. This is done prior to the project’s getting underway? 

Dr. Hall. Yes. 

Mr. Murphy. Now the PDM, the program you talked about, 
when are those given to respective oversight committees of the Con- 
gress? How much in advance of the program’s actually taking place? 

Dr. Hall. At the time of submission of the budget, when the budget 
goes to Congress, then we go through the whole situation with them 
so that they understand what makes up the budget, what makes 
up the programs, and so on. 

Mr. Murphy. Are covert activities discussed with these oversight 
committees? 

Dr. Hall. I am not responsible for covert activities, so I can’t 
really answer that question. 

Mr. Murphy. Does DIA engage in any covert activities? A yes 
or no answer. 

Dr. Hall. No. 

Mr. Murphy. Those are all the questions I have at this time, Mr. 
Chairman. 

Chairman Pike. Mr. Hasten. 

Mr. Hasten*. Mr. Chairman, I would like to try to define your 
job. I refer to page 1 of your testimony in which you say “As assist- 
ant Secretary for Intelligence, I serve as principal staff adviser to the 
Secretary for the management of and allocation of resources for de- 
fense intelligence programs and activities." 

Gen. Daniel Graham describes his job as follows: “I am the prin- 
cipal staff officer for the Secretary of Defense for Management and 
Intelligence Support." What is the difference between the job you 



193 


are performing and the job of General Graham, head of DIA? It 
seems to me they are identical. 

Dr. Hall. The Defense Intelligence Agency is the activity which 
is charged with producing the intelligence which is employed by the 
Joint Chiefs of Staff and the Department of Defense in general for 
its planning and operation. It is charged with producing intelligence. 

The Director of DIA is the head of that and is responsible for that 
particular operation. 

Mr. Kastex. Which is the principal intelligence staff officer for 
management of intelligence support? You both say that is your job. 
It is not both people? 

Dr. Hall. As Assistant Secretary of Defense 

Mr. Kastex. Whose job is that, sir? Who is the principal staff 
officer to the Secretary of Defense? You or General Graham? 

Dr. Hall. General Graham is the principal military staff officer 
to the Secretary of Defense. He is responsible for substantive intelli- 
gence. 

Mr. Kastex. General Graham has said that he, as head of DIA, 
is the principal intelligence staff officer for the Secretary of Defense 
for management and intelligence support, that he is the principal 
intelligence staff officer for the Joint Chiefs of Staff, and that he is 
the commander of the Defense attach^ system. That is not as import- 
ant. And he is also Chairman of the Military Intelligence Board. 

Now, in this position, “I am in essence the Director of DOD intel- 
ligence,” says General Graham. 

Now, given this centralization of responsibility, the Director of 
Defense Intelligence Agency — why is it necessary for the Secretary 
of Defense to have an assistant secretary for intelligence in DOD? 
What functions do you perform, sir, that are indispensable? What 
functions do you perform that are not being performed by others 
already in your department? 

Dr. Hall. The problem that faces the Secretary of Defense is 
the determination of where to put the money and resources for 
intelligence, and only one such program is under the Director of 
DIA. There are other programs which I will describe later, and my 
job is to assist the Secretary of Defense in his management of these 
programs. 

Mr. Kastex. Is that different from the job of General Graham? 

Dr. Hall. Yes; it is. 

Mr. Kastex. General Graham states that he believes an agree- 
ment may be in the process of being reached to reach a clearer delinea- 
tion of our responsibilities. Are you saying that there is no problem, 
that everyone understands is your job. I still don't, but maybe we 
can go back. 

Dr. Hall. The problem the Director of the DIA has primarily is 
to produce substantive intelligence, which involves the actual intelli- 
gence reports which go to the Secretary of Defense and the Joint 
Chiefs of Staff. That is his principal job. My principal job is to insure 
that the resources are put in intelligence programs wherever they 
should be put. That is the distinction between the two jobs. 

Mr. Kastex. How many of the DIA civilians, which evidently 
account for over 50 percent of your total budget, how many of these 
civilians in operation and maintenance are also retired military 



personnel who draw Government retirement incomes? Fifty-three 
percent of the people you have working for you, according to our 
‘-figures, are retired military personnel. 

Dr. Hall. In Defense Intelligence Agency? 

Mr. Hasten. Many of these people are also drawing military 
retirement pay and should these military retirement pay costs be 
reflected in the overall DIA spending levels? 

Dr. Hall. I would have to get the answer for you. I would be 
happy to do so. 

Mr. Hasten. Could you provide us with that? 

Dr. Hall. Yes; I will. 

[The requested information follows:] 

There are currently 303 former military personnel — 154 officers and 149 en- 
listed — employed by DIA. This figure constitutes 13.2 percent of the total civilian 
work force, and approximately 4 percent of the total budget. 

Military retirement pay cost should not be reflected in the overall DIA spending 
levels. Military retirement pay costs are budgeted in a separate appropriation: 
“Retired pay, Defense.” The DIA budget submission to the Congress dots reflect 
the expenses of military personnel assigned to DIA based upon composite standard 
rates which includes basic pay; basic allowance for quarters; miscellaneous 
expense; incentive and special pay. 

Further, the retired pay — pension — drawn by retired military is earned as the 
result of previous service not necessarily in any way connected with current 
civilian duty in DIA. This pay is earned as a result of previous military duty and 
to include these costs in the DIA budget would distort the true costs of intelligence. 

Mr. Hasten. Thank you, Mr. Chairman. 

Chairman Pike. Mr. Aspin. 

Mr. Aspin. Mr. Chairman, I would like to pass for awhile and get 
my 5 minutes in a little later. _ 

Chairman Pike. Mr. Milford. 

Mr. Milford. Thank you, Mr. Chairman. 

There has been some criticism of duplication within the intelligence 
agencies and I noted that DIA performs programs and a study of 
foreign military weapons. We have also been told that CIA does the 
same thing. Could you tell me why two different agencies should per- 
form this function or if they perform them in different manners? 

Dr. Hall. In some cases, Mr. Milford, both agencies do conduct 
such studies. In some cases the importance of the situation is so great 
that we belive that it is essential to have more than one viewpoint 
and there will be separate studies conducted by both agencies. In 
my view 7 this is right and should continue because some of these ques- 
tions are just too important to have only one voice speaking on them. 
In general, however, we do coordinate what studies are done by which 
agency to minimize the duplication. 

Mr. Milford. It would appear then that you are having to maintain 
two banks of experts, so to speak — your analysis teams — when really 
the goal would be to evaluate the weapons to find out how they func- 
tion and what they do. 

Dr. Hall. Often there is a different viewpoint, brought by people 
which have primarily a military background than those which have 
primarily some other background. And we believe that it is very 
desirable to have both of these viewpoints expressed. In connection 
w T ith the 1973 w r ar in the Middle East we found a situation in which one 
agency was absolutely convinced that there was not going to be a war. 
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Another agency was quite convinced that it was imminent. And we 
feel if everything had Deen subjugated to one analysis we might have 
lost the ability to see that different viewpoint. 

Mr. Milford. Could this same thing be done by the placement of 

I iersonnel within your team, one having a military background, one 
laving a civilian background, and, therefore, eliminate one support 
agency? 

Dr. Hall. I think that could be done. My own view is that the dup- 
lication isn’t large. I think it is a small percyitage, really related to 
quite important factors. That is the reason we carry it out this way. 
Mr. Milford. Thank you. 

Thank you, Mr. Chairman. 

Chairman Pike. Mr. Hayes. 

Mr. Hayes. Thank you, Mr. Chairman. 

Mr. Hall, the point that you had about translation of national 
policy of defense programs was so enormously vague that I am going 
to have to ask you a couple of specific questions about it, but one of 
the problems that that brings about is that the DIA has had a very 
bad reputation, particularly growing out of its efforts in Vietnam, 
One of the things that helped spur that reputation was whether or 
not it serves two masters, first the Joint Chiefs and then the Secretary 
of Defense. Can you give me some thoughts and give the panel some 
thoughts on that particular problem, ana is it a problem? 

Dr. Hall. There is a general problem that I nave been concerned' 
with and that is to improve the general professionalism of the analysts 
in our intelligence activities. I am talking about all our intelligence 
activities, not pointing out any one. My own belief is, and others 
share this, that if we do a fine professional job the fact that the 
Defense Intelligence Agency reports to the Joint Chiefs of Staff 
doesn’t make any difference; so I think that the dominant question is 
to insure that the professionalism is good. 

Mr. Hayes. Aren’t the Joint Chiefs a filter through which this 
goes into the civilian part of the defense establishment? 

Dr. Hall. No, sir, they provide no such filter and there is really 
no way that it could be done in that way. Obviously the Defense 
Intelligence Agency has its own viewpoint — which is primarily a 
military viewpoint because that is what is needed but the Joint Chiefs 
of Staff 

Mr. IIayes. How do you say that is what is needed when you say 
a military viewpoint is what is needed? You are not military. 

Dr. Hall. Because the assessment of a military situation often 
requires military expertise, not civilian expertise. 

Air. Hayes. You make a point in your testimony saying that you 
assess only the total defense interest over which you have cognizance. 
Are there other things over which you have no control at all that go 
into this decisionmaking process? 

Dr. Hall. No. 

Mr. Hayes. You say: 

The total intelligence program over which I have cognizance is referred to as 
the consolidated defense intelligence program. It has a four-element substructure. 

Is that 'the only defense intelligence substructure there is? 

Dr. Hall. No; there is a CIA program. 

Mr. Hayes. Within Defense? 
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Dr. Hall. Not within Defense. 

Mr. Hayes. I an not referring to that. I am referring to within 
Defense. 

Dr. Hall. The reason I make that distinction is because CIA does 
not have a separate line item for its own budget. Its budget does 
appear within overall defense budget. I don't have any responsibility 
for that, but for all other intelligence activities in the Department of 
Defense, I do have the responsibility. 

Mr. Hayes. The Intelligence Resources Advisory Committee you 
say is used to work out budget advice. If they can’t come together, 
then the Secretaries are brought in. Is that called Excom where the 
Director of CIA and Secretary of Defense act as sort of an appeals 
board? 

Dr. Hall. No, sir. There are certain special programs which I 
will discuss later which are managed by a special committee known 
as the Excom, of which 

Mr. Hayes. But that is not the point you were referring to when 
you said the Secretaries are then brought in and they work them out, 
the Director of the CIA and they go on to the President who ultimately 
makes these decisions. That isn’t Excom? 

Dr. Hall. No. The Director of Central Intelligence is the Chair- 
man of Excom and I am the other member of Excom. 

Mr. Hayes. You are the other member? 

Dr. Hall. I am the other member. 

Mr. Hayes. And the Secretary of Defense himself does not get 
involved in it? 

Dr. Hall. If the issue is one which we believe he should know 
about and get involved in he does. Basically it relates to the significance 
of the issue. Mr. Colby and I can handle most of the questions in 
our own deliberations. There are some which are of such significance 
that we want his judgment as well. 

Chairman Pike. The time of the gentleman has expired. 

Mr. Johnson. 

Mr. Johnson*. Thank you, Mr. Chairman. 

Dr. Hall, did your office take part in the approval of the Holystone 
program for the Navy? 

Dr. Hall. I don’t want to discuss that program in an open session. 

Mr. Johnson. Is it classified? 

Dr. Hall. It is classified. 

Mr. Johnson. Who classified it? 

Dr. Hall. It is classified by the Navy. 

Mr. Johnson. You can’t even say in public session whether or not 
your office participated in that decision to engage in that program? 

Dr. Hall. No, sir, I don’t want to in open session. 

Mr. Johnson. Does the Defense Department have programs to 
study foreign military weapons systems? 

Dr. Hall. Yes; they do. 

Mr. Johnson. And does that involve collection of information 
and evaluation, all that goes into intelligence? 

Dr. IIall. Yes; it does. 

Mr. Johnson. And that then goes to a study and analysis of capa- 
bilities of foreign military weapons systems? 

Dr. Hall, les, sir. 


v' - 
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Mr. Johnson. And also intentions of foreign governments? 

Mr. Hall. The question of intentions is a different one, of course. 

We do involve ourselves in such anatysis. 

Mr. Johnson. That involves check as well as evaluation? 

Dr. Hall. Yes. 

Mr. Johnson. Do you do that with respect to foreign military 
operations that are going on, training programs, movements of per- 
sonnel, movements of troops, and that sort of thing? 

Dr. Hall. We do carry out analyses of such foreign activity. 

Mr. Johnson. The CIA is involved in all of that kind of activity 
also, isn't it? 

Dr. Hall. Yes; they also are involved in it. 

Mr. Johnson. Do you run into oifE'another? 

Dr. Hall. The problem is not running into each other. The prob- 
lem is getting out of the same bed sometimes, they are so close. 

[Subsequently Dr. Hall advised the committee that “The. Defense 
Intelligence Agency is not involved in covert HUMINT actions.”) 

Mr. Johnson. You said a little while ago that the DIA does not 
have- any human intelligence source units but we have some informa- 
tion that indicates you do have some humans, as they are called, funds. 

Dr. Hall. The question related I believe to covert operations. We 
in the Defense Intelligence Agency are involved in covert operations. 

Mr. Johnson. You don’t nave intelligence funds which are ex- 
pended in these programs? 

Dr. Hall. Y es. 

Mr. Johnson. And does the Army have separate programs and the 
Navy have separate programs and the Air Force have separate 
programs? 

Dr. Hall. That is really where the programs are, the Army, Navy, 
and Air Force. 

Mr. Johnson. You do not in the DIA? 

Dr. Hall. The DIA does the guidance of it and so on but the 
actual operations are in the services. 

Mr. Johnson. Do we develop our own military systems, programs, 
such as B-l bombers and various submarine programs, cruise strike 
forces, do we develop those in response to the kind of intelligence 
we were just talking about that is gathered by the Department of 
Defense program? 

Dr. Hall. The intelligence is really the driving function for all 
our weapons systems efforts. Intelligence starts out by .saving what 
the threat is, what the position is. Then the decision is made in other 
places to start something which would he a counter. As it is going on 
there is an interrelation of intelligence into those programs to lie sure 
the program will* come out the way we want it to. The problem 
• involved is 

Mr. Johnson. Can you assure us that some of our own military 
weapons systems programs are always generated in response to foreign 
capabilities, or do some of our military intelligence developments 
justify our military systems that we use to advocate 

Dr. Hall. The fundamental reason for the Defense Intelligence 
Agency being started 14 years ago was to insure that intelligence was 
not used to justify weapons systems development. It is to provide, 
independent of the services, a centralized estimates function so as to 
have an objective, dispassionate view of the situation. 
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Mr. Johnson. I am glad that is the reason but from your personal 
experience, can you assure us that that is what is involved? 

Dr. Hall. In looking at it myself over the past years I really believo 
we have reached a point where we do an objective job in this particular 
respect. 

Mr. Johnson. Let me give you an example of something that has 
been disturbing to me. We have just appropriated about $800 million 
for ERDA for nuclear weapons systems development. We got into a 
debate on the floor of the House. We were told it was so secret that 
we could not even discuss what was going into that nuclear develop- 
ment program. We were also told at the same time that we had I think 
it was three to one numerical superiority of deliverable nuclear war- 
heads, all public information. So when we get into the question as to 
why we should go along, why do we need more, we are told that it is 
classified. 

Now, it sounds like the Department of Defense is going into this 
kind of a program, ERDA is going into this kind of a program, the 
CIA is involved someplace around in all this, and there appears to bo 
an enormous duplication of different agencies going off in different 
directions. 

Dr. Hall. I believe that in almost every case I know of the material 
can be put in such a form that it need not ne specially classified, so that 
w r c can provide an intelligence rationale which reasonable people can 
understand as to why we want to proceed. There are certain special 
intelligence programs of course in wliich that is not the case because our 
intelligence work has to be protected and restricted to those who really 
have the need to know. But in considering a new weapons system, I 
believe that it is possible for intelligence to provide the reasons for 
that in a way which Congress can understand without it having to be 
specially classified. 

Mr. Johnson. My time has expired. 

Chairman Pike. Mr. Lehman. 

Mr. Lehman. Thank you, Mr. Chairman. 

Dr. Hall, is the National Security Agency involved in monitoring 
international telephone calls to this country or from this country 
overseas? 

Dr. Hall. Mr. Lehman, I would bo happy to discuss that in closed 
session. 

Mr. Lehman. I guess I better pursue another course. 

Does the Department of Defense have on its pa 3 r roll nationals 
from other countries or private citizens from other countries? 

Dr. Hall. Yes, it does. 

Mr. Lehman. Do j r ou hire on your payroll what we call political 
parolees, or citizens that are political refugees from other countries? 

Dr. Hall. It is possible. In our foreign operations wo have what 
are called foreign nationals which are used for support work at bases 
overseas; of course, since they are citizens of other countries, they are 
devoted to tasks which are not sensitive. 

Mr. Lehman. May I ask you, do you hire political parolees living 
in this country who are political refugees from foreign countries; 
for instance, the Vietnam refugees or the Cuban refugees? 

Dr. Hall. I would have to get an answer for you. I think we havo 
quite a restriction on what wo can do in that respect and to my knowl- 
edge we don’t have any such people on our payroll but I would like to 
get an exact answer for you. 
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[The information follows :] 

DIA does have a program to employ a small number of highly selected refugees 
and defectors who have specialized and detailed knowledge of foreign military 
establishments, weapons, and weapon systems, and economic structures. This 
program was initiated by the Army in 1952 and assumed by DIA on March 3, 
1903. A total of 10 employees have been involved over the years, with a maximum 
of 7 employed at any one time. At present, there are five employees in this cate- 
gory. At DIA’s request, these individuals were hired by the U.S. Army Intelligence? 
Agency (USAINTA) in 1970 in order for them to benefit from civil service retire- 
ment and other benefits. However, DIA retained operational control and continued 
to utilize their services. 

It is DIA policy not to consider for employment an alien or special category 
former aliens except when the potential benefit to be derived is clearly demonstra- 
ble as outweighing the security risks involved and when there is no conflict with 
law' or national policy. These personnel are not granted access to classified informa- 
tion and occupy a worksite physically separated from the rest of DIA. The author- 
ity to employ such personnel is reserved solely to the Director, DIA, and is not 
delegated. Up to the present time, DIA w’as basically interested in aliens or former 
alien personnel with knowledge of the Soviet Union, Warsaw* pact nations, and 
the Peoples Republic of China. We have intentionally avoided the employment of 
any former administrative, political, intelligence, counterintelligence, or military 
police officers as a matter of policy. Six of the ten aliens employed have been line 
officers and four have been civilians. Of the four alien civilians, three — all women — 
wore foreign publication specialists and the fourth was an eminent authority on 
biographic data concerning prominent Chinese military figures, both Communist 
and Nationalist. 

The initial period of utilization for aliens, after appropriate background investi- 
gations have been conducted, is generally for 2 years, with subsequent extensions 
for up to 1 year each. When long-term utilization is deemed appropriate, a condi- 
tion to be included in the agreement of association will be the requirement that the 
person, if an alien, shall declare his intention to become a citizen of the United 
States and to take the necessary action to become a citizerfas soon as practicable 
after he becomes eligible under U.S. law'. Each of the present five former aliens 
employed by DIA is now' a U.S. citizen. 

Mr. Lehman. Does the Department of Defense have any 
contractual arrangements with proprietary organizations owned by 
the CIA? Do you contract or do business with those particular pro- 
prietary organizations? 

Dr. Hall. No. 

Mr. Lehman. In regards to your human relations, your human 
intelligence program, you are appropriated $450,000 for training 
people in intelligence. £) o you have that kind of activity going on at 
the present time? 

Dr. Hall. I am sorry, I didn’t understand the question. 

Mr. Lehman. There is in the CIA budget a $450,000 request for 
human training which is people being trained for human intelligence, 
training DIA agents for that money. Are you training any in south 
Florida in that respect, and what I am trying to get to, are you train- 
ing people for your Agency other than American citizens in south 
Florida? 

Dr. Hall. No. 

Mr. Lehman. On page 9 you talk about your cost-benefit tradeoffs. 

I think it is the next-to-last line. I am concerned with that especially 
because I wonder if you have any cost-benefit tradeoffs that do not 
look good to you and at what point do you determine the cost 
of diminishing return. If you, yourself, don't evaluate cost-benefit 
tradeoffs, who makes the determination? 

Dr. Hall. In the closed session I hope to give you some specific 
examples of such cost tradeoffs and what we have not done. The w ay 
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it is done is that cost tradeoffs weed out a substantial amount of the 
expenditure proposals that are made to the Secretary of Defense. 
One of the principal parts of my job is to conduct and review these 
cost effective studies and make recommendations to the Secretary 
of Defense as to whether the resources should be allocate i to a partic- 
ular project or not. 

Mr. Lehman. What is to prevent some of these cost tradeoffs 
programs from being duplicative of other urograms that you are just 
refining, that you are duplicating in anotner area in the intelligence 
community? 

Dr. Hall. Well, basically the only thing that prevents it is to have 
a detailed knowledge within my own office of what is going on in the 
program as a whole, which I do. 

Mr. Lehman. My time is up. 

Chairman Pike. Mr. Dellums. 

Mr. Dellums. Thank you, Mr. Chairman. 

Dr. Hall, I first of all apologize for not being able to be here at the 
outset of your testimony, but I was, unfortunately, detained. But I 
have read your testimony and I do have a few questions prepared 
for you. 

First, I would like to ask you a question with respect to something 
else. Would you explain how Paschal 57 works and how Project 
Heavy Sand works and can you tell us whether this includes transfer 
of personnel, equipment, and money? 

Dr. Hall. I am sorry, Mr. Dellums, would you repeat it? 

Mr. Dellums. Paschal 57 and Project Heavy Sand, how they 
operate, whether they include transfer of equipment, personnel, and 
money. 

Dr. Hall. I have no knowledge of either one, Mr. Dellums. 

Mr. Dellums. As I understand it, Paschal 57 is the relationship 
between the Army and the CIA in terms of accounting. Project 
Heavy Sand is the relationship between the Air Force ana the CIA 
in terms of accounting and transfer of equipment. In your capacity 
it would seem to me that you would know what these two programs 
are. 

Dr. Hall. I am sorry, I don’t. I’ll be happy to find out and tell 
you in my closed session. 

Mr. Dellums. Thank you. I have three questions now that would 
attempt to elicit from you some information that would give us, the 
members of this committee, some idea about the function of the 
Defense intelligence. First of all, did intelligence units of the Army, 
Navy, and Air Force participate at the tracking of Che Guevara. If so, 
what were those units and can you tell me how that relates to intelli- 
gence gathering? 

Dr. Hall. To my knowledge they did not participate in such opera- 
tions. 

Mr. Dellums. No intelligence units of the Army, Navy, and Air 
Force participated in the tracking of Che Guevara. 

Dr. Hall. I’ll be happy to answer that specifically in the closed 
session. 

Mr. Dellums. Thank you. 

The second question: Have any units of the Army, Navy, or Air 
Force participated in surreptitious entry of foreign embassies or any 
property owned or leased by a foreign government? If so, what were 
the units and how many times were there such attempts made? 
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Dr. Hall. To my knowledge, while I have been in tliis office, there 
were no such activities. 

Mr. Dellums. Thank you. 

Are any of the military intelligence personnel or units aiding the 
FBI in their search for Patty Hearst? If so) can you explain how that 
relates to the gathering of intelligence? 

Dr. Hall. There is no such effort to my knowledge. 

Mr. Dellums. Thank you. 

Has any Member of Congress, to vour knowledge, ever seen OP 
DOC’s, INS’s, TECH DOC’s, TECH INS’s from NSA? 

Dr. Hall. I am sure thev have. 

Mr. Dellums. I would like very much if you can tell us specifically 
how many Members of Congress have ever seen these very highly 
classified documents and who those persons are, when they saw the 
documents, and the last part of that question, has OMB and DCI 
ever seen these documents? 

Dr. Hall. The answer to the last question I am sure is yes, and the 
answer to the first part of your question is I will get an answer for 
you and give it to vou in closed session. 

Mr. Dellums. Thank you. 

Does NSA have a covert action operation and has it ever partici- 
pated with any other agency in such covert operations? 

Dr. Hall. The answer is no. 

Mr. Dellums. That NSA has utilized DC-121 submarines and spy 

[ fianes in several instances, some made public, some not. The vehicles 
lave been involved in apparently unnecessary and dangerous incidents. 
Who authorized these missions and what has been done to preclude 
further incidents, and, finally, are those missions necessary? 

Dr. Hall. I will discuss that in closed session, Mr. Dellums. 

Mr. Dellums. Just for the record, has NSA ever monitored inter- 
national foreign calls made by U.S. citizens from the United States, 
and, secondly, is it a regular practice of NSA to monitor a call made 
from the United States and around the world? 

Dr. Hall. I will discuss that in closed session. 

Mr. Dellums. Thank you. Has NSA ever requested that the FBI 
or other Federal agencies or agents carry out surreptitious enemy 
operations, and, if so, which agency? 

Dr. Hall. I will discuss that in closed session. 

Mr. Dellums. Thank you. Has NSA ever conducted electronic 
surveillance of American citizens? 

Dr. Hall. No. 

Mr. Dellums. You already answered this question. It is your 
statement on the record that DIA had no covert action capacity. 

Dr. Hall. Yes. 

Mr. Dellums. Many countries hold the 12-mile territorial limit 
with the capability of monitoring intelligence equipment. Is there any 
reason for intelligence vehicles to go any further than the 12-mile 
limit? 

Dr. Hall. I will discuss that in closed session. 

Chairman Pike. The time of the gentleman has expired. 

Mr. Dellums. Thank you. 

Chairman Pike. Mr. Field. 
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Mr. Field. Thank you, Mr. Chairman. Dr. Hall, the Defense 
Department spends most of the money in the intelligence community 
budget, foreign intelligence community’s budget, in fact, really a vast 
percentage of it. I would like to go over how this process works. Do 
you ever start out with budget ceilings which you would set prior to 
going to different departments or different programs and finding out 
from them what they would like to do. In other words, do you come 
in with some kind of spending ceiling? 

Dr. Hall. Yes, we do that all the time, and that is basically the 
process that we follow. We give a department or agency a ceiling and 
tell them to construct their program within such a ceiling, and they 
must do that for us to consider it. Wo also tell them if there are 
items which they feel are high priority that they cannot accommodate 
within the ceiling, they can identify those items as “over-guidance” 
and we will consider them from a tradeoff standpoint. 

Mr. Field. I just asked a question of the ceiling. Would the ceiling 
be based upon the value of the information coming to us? In other 
words, we have x billion dollars to be spent on this. We have to make 
some value determination: Is this intelligence worth so many billions? 
At some point we have to cut off. Is that the basic way you would set 
a ceiling? 

Dr. Hall. That is one of the ways we set the ceiling. Another way 
we set the ceiling is we know what Congress is likely to approve. 

Mr. Field. I am trying to get at that ceiling, and I will tell you 
why. It seems to me that the two big problems of the intelligence 
community are duplication and “overcollect.” In 1967, a major study 
was done severely criticizing overcollect. In 1971, another study was 
done that had almost the identical criticism. It doesn’t appear as 
though anything has been done in the interim to correct the problem. 
Our work right now seems to reveal the same kinds of tilings: a 
tremendous volume of collect and nowhere near an equal amount of 
analysis. It would seem that the overcollect results from a desire to 
keep up with the state of the art, you might say, and that we undertake 

( irograms because we can do it, rather than taking a look at the total 
>udget and asking, is the expense really worth what we are getting 
out of this program? Is that a fair statement? 

Dr. Hall. No; Mr. Field, 1 don’t think it is, and in the period of 
time that you mentioned, from 1971 to present, which is the time I 
have been in this office, we have actually reduced manpower, pre- 
dominantly collection people, by almost 40 percent. 

Mr. Field. I am talking more of collect now. We hear there are 
some 30 tons of classified waste. We can’t determine exactly how much 
is classified. We are not allowed to look. Some 30 tons of classified 
waste go out of NSA every da}'. How many tons of that never see 
human eyes? 

Dr. Hall. Very little, Mr. Field. As a part of the general collection 
operations, which I will describe this afternoon, it is inescapable - 
that certain extraneous material is collected in the process of looking 
for the material that you really want. That is retained for awhile 
and then discarded. 

Mr. Field. I have asked our staff to make a statement of the num- 
ber of tons of material in the other intelligence agencies of the Defense 
Department, and generally it is difficult. Their statement would be 
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that is is probably a multiple of what the NSA is disposing of every 
day. So we may have literally a hundred or more tons of information 
a day. Now we have come up with a number of personnel that could 
possibly look at these tons of classified material; but each person 
would have to look at an awful lot of material to make any effective 
use of it. Isn’t that correct? 

Dr. Hall. That is part of the general process that goes on through- 
out the world. Our Department of Defense operations rfrallv depend 
upon information, so there is a tremendous amount of information 
which is collected, and part of our challenge is to select that informa- 
tion which we really need. I think we do pretty well in this regard. 

Mr. Field. Let me just bring it down to a practical level. Isn’t 
it true in critical matters, such as predicting tne outbreak of war, 
that within recent times we have had sufficient intelligence to be able 
to make that prediction accurately? When we have failed to do so it 
was because the system broke down. It failed to get the information 
through analysis channels to the proper people. Isn’t that correct? 

Dr. Hall. Well, if you are talking about the 1973 Middle East 
war, in fact, the outbreak of the war was foreseen, and this information 
was handled correctly and was provided to the people who should 
have had it. * 

Mr. Field. The outbreak of that war was accurately predicted. 

Dr. Hall. It was. Some other members of the community do not 
maintain that same position. I will be gald to discuss this at great 
length in closed session. 

Mr. Field. This might get into the area of coordination and dupli- 
cation, and so forth. That is all I have, Mr. Chairman. 

Chairman Pike. For the benefit of the, members of the committee, 
I would like to state that it is the Chair’s intention to go around 
one more time. Then I would be happy to entertain a motion 
from Mr. McClory that we go into executive session. I will probably 
vote for it today. Friday’s session was miserable ami worthless. 
Yesterday it was somewhat less, so we will try it again today. And 
after we go into executive session, we will break for lunch so the room 
can be cleared for awhile during the lunch hour. 

Dr. Hall, when we got down to the bottom line of the budget with 
the Director of Central Intelligence yesterday, the bottom line was 
a question mark and the question mark occurred because every little 
element in the military has its own little intelligence unit. Now, you 
are, as you stated, in charge of all of the defense intelligence. Does 
every Air Force squadron still have an intelligence officer? 

Dr. Hall. I couldn’t tell you whether every Air Force squadron 
has such an intelligence officer. 

Chairman Pike. Well, does every Army company still have an 
intelligence officer? 

Dr. Hall. I am sure that is not the case. 

Chairman Pike. Does every naval ship have an intelligence 
officer? 

Dr. Hall. All the combatant ships do. 

Chairman Pike. Docs the cost of all of those people show up as 
intelligence-gathering costs in your budget? 

Dr. Hall. They do not show up in program 3, but I know where 
they are and I know how much they are. 1 report them. 

5S-920 — 70 14 
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Chairman Pike. In other words, you can tell us that which the 
Director of Central Intelligence could not tell us — the total cost of 
these military intelligence operations; is that correct? 

Dr. Hall. Within a reasonable accuracy; yes, sir. 

Chairman Pike. Why don't you tell him so he can tell us, too, if 
we ask him? 

Dr. Hall. Mr. Chairman, it is the Department of Delense’s 
responsibility, not his. 

Chairman Pike. It is interesting to see what the right hand 
knoweth that the left hand doth not. What percentage of vour 
intelligence budget is spent in-house and what percentage of it is 
contracted out? 

Dr. Hall. I can give you a statement of that, but I would rather 
not at this particular instance. I will be glad to provide it for the 
record. 

[The information follows:] 

Wo procure systems, commercial components, and some unique expertise from 
private industry. Specifically, 1)IA contracts out approximately 16 percent, NSA 
28 percent, Army 27 percent, Navy 37 percent, and 86 percent Air Force. 

Chairman Pike. Well, my basic question is, are the people in- 
volved with the contractors included in your manpower figures, in 
intelligence manpower? 

Dr. Hall. The people that are involved in handling the con- 
tractors, our people? 

Chairman Pike. No; the people that you contract with. Are they 
included in the manpower that you give us as gathering intelligence? 

Dr. Hall. Oh, no, sir. 

Chairman Pike. They are not? 

Dr. Hall. No. 

Chairman Pike. Dr. Hall, vou used a phrase which has become 
terribly familiar to me over the years. You said that everything in 
our intelligence-gathering activities is keyed to the threat as we 
perceive it, and tnat all sounds like a good phrase; but the question in 
my mind is, through the years which we have called the years of 
detente, through the years of joint space ventures with the Soviets, 
through the years of the SALT agreement, has that threat ever 
changed? 

Dr. Hall. Not appreciably. 

Chairman Pike. So what we are doing is assuming precisely the 
same threat in this period of detente that we assumed at the height of 
the war. Is that correct? 

Dr. Hall. We don’t assume it, Mr. Chairman. We used hard evidence 
to construct what is the threat . 

Chairman Pike. Doesn’t what the threat is involve a judgment as 
to what other people are going to do as well as knowledge of what 
their military equipment is? 

Dr. Hall. Yes, it does. It involves both a statement of what the 
intent is and a statement of their capability. 

Chairman Pike. So, we assume their intent is the same in times of 
peace as in times of war; is that correct? 

Dr. Hall. No; we believe that fundamentally the question in 
terms of how we look at our own capability really has to be keyed to 
what their capability is, and we do believe 
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Chairman Pike. So, when we talk about the threat and the intel- 
ligence that we must gather to counter the threat, we are really talking 
about the worst possible cases; are we not? 

Dr. Hall. Our statements really range from the worst case to a best 
case, and we generally provide a range of such cases. 

Chairman Pike. But our intelligence-gathering activities are all 
based upon the assumption of their capability and not on the assump- 
tion of their intentions ; is that not correct? 

Dr. Hall. Our intelligence objectives have to be taken into ac- 
count; predominantly we focus on their capability and not their 
intent. 

Chairman Pike. Mr. MeClorv. 

Mr. McClory. Dr. Hall, I have gone through about three or four 
different explanations here of the authority for the Defense Intel- 
ligence Agency. You have a legal opinion from your own counsel. I 
have been furnished with transcripts from the Congressional Record. 
I have looked at the summaries oi the National Security Act of 1947, 
the establishment of the Department of Defense, and the consolida- 
tion of activities under the Department of Defense, and these various 
other things, and the conclusion seems to be reached that well, there 
have been no complaints from the Congress about the authority of the 
DIA, and that seems to be the ultimate resolution as to the recognition 
of DIA and its authority. I guess the question is, wouldn’t vou feel a 
lot more comfortable if the Congress would enact positive legislation 
which recites in so many words your authority, the extent of it, the 
limitations on it, and details what your function is supposed to be in 
the law instead of just by inference or innuendo or the fact that the 
Congress doesn’t object to your authority? 

Dr. Hall. Well, the authority for both my Office and the Defense 
Intelligence Agency is by charter signed by the Secretary of Defense, 
and I believe that that is a satisfactory way for handling the re- 
sponsibilities in the Department. The Secretary of Defense is funda- 
mentally charged with maintaining the forces that are required for 
the protection of the United States and uses intelligence in a way 
to meet that broader authority. 

Mr. McClory. You can’t refer me to any direct statutory au- 
thority, can you, for the establishment of the Defense Intelligence 
Agency? 

Dr. Hall. No, sir, there is no such thing. 

Mr. McClory. I think that is all I have at this time. Thank you, 
Mr. Chairman. 

Chairman Pike. Mr. Murphy. 

Mr. Murphy. Thank you, Mr. Chairman. Dr. Hall, wouldyou 
describe the Foreign Technological Division of the Air Force? Wnat 
is that? 

Dr. Hall. It is a group of people w T hich are brought together for 
the analysis of intelligence information predominantly relating to 
foreign weapons systems, particularly aircraft. 

Mr. Murphy. Who controls that, Doctor? Who runs that? 

Dr. Hall. It is run by the commanding officer who reports to the 
Air Force Systems Command. 

Mr. Murphy. Now, who funds that? You or the CIA? 

Dr. Hall. We fund it. 
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Mr. Murphy. I understand that some of their intelligence activi- 
ties include civilian employees. 

Dr. Hall. Yes. 

Mr. Murphy. Who would underwrite that? 

Dr. Hall. That is part of our support in our budget. 

Mr. Murphy. Didn’t you tell me earlier that you have no civilian 
employees that you underwrite? 

Dr. Hall. If I did, I misunderstood your question, Mr. Murphy. 
We have many, many civilians in the Department Intelligence 
Operations which we — — 

Mr. Murphy. Yes; but my specific question involved civilian em- 

? loyees of domestic corporations, and I understand that thi9 Foreign 
'eehnological Division of the Air Force defrays some cost of those 
civilian employees. 

Dr. Hall. The Foreign Technology Division of the Air Force 
includes both military and civilian people. The civilians are civil 
service people. In addition, the Foreign Technology Division lets 
contracts for analysis to nongovernmental civilians with certain 
expertise. 

Mr. Murphy. Yes; but these people belong to other than the 
governmental corporations? 

Dr. Hall. They belong to other than governmental organizations. 
Mr. Murphy. They are domestic corporations. And I am wondering 
who underwrites their expenses. 

Dr. Hall. Their costs are regular contract costs which are handled 
by the Air Force inrtbe same way that any other contract is handled 
by the Air Force. 

Mr. Murphy. Then, in fact, you are defraying some domestic 
corporation costs? 

Dr. Hall. Yes; we certainly are, but these are corporations that 
regularly do business in the public domain and we make use of some 
of their expertise. 

Mr. Murphy. Now, were any of these domestic corporations 
created specifically for intelligence purposes? 

Dr. Hall. No. 

Mr. Murphy. Do any of them do exclusively intelligence work? 
Dr. Hall. I don’t think so, but I would have to get an answer for 
you on that. Basically what the process is is that if we have, for 
example, a Soviet engine that we want to have analyzed, we believe 
that the best thing to do is to go to an engine manufacturer in this 
United States who has expertise on such engines, and they carry out 
the basic analysis of the information we have; put it in a form in which 
we can use it. That is a contract to a company like General Electric, 
United Aircraft, or so on. So it is a specific contract looking for going 
to places where there is expertise to get certain analysis done. That’s 
the kind of work that that is. 

Mr. Murphy. Now, does the CIA also undertake that sort of 
activity. 

Dr. Hall. Yes; it does. 

Mr. Murphy. How do you coordinate your efforts on that, or do 
you? 

Dr. Hall. Well, we do. We could do better, but basically it is a 
process of letting each other know what we are doing in this particular 
respect. 
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Mr. Murphy. Have you had cases where you have garnered certain 
information and they nave, too, and then when it is analyzed you 
realized that you performed duplicate tasks? 

Dr. Hall. Yes; we have. 

Mr. Murphy. Do you ever compile the number of instances where 
j'ou duplicate each other’s work? 

Dr. Hall. Well, in this particular respect, at the request of the 
Deputy Secretary of Defense, we have recently set forth a program 
to get a better handle on such analyses. 

Mr. Murphy. No: I am not talking about a program and an 
objective of getting a better handle on it. I am talking about the hard 
accounting facts. Are they available to this committee, where we have 
instances of duplications of work and how much money that comes tt>? 

Dr. Hall. We have not. It would be a difficult thing to do. The 
predominant problem, of course, is that while in my judgment some — 

Mr. Murphy. Well, you would have instances of auplication, right, 
and you know what that project cost you, and you could find out 
from the CIA what it cost them, and I imagine you could make a 
simple identification as to what a duplication costs. 

Dr. Hall. What I am doing is really giving you my best judgment 
that there are some areas where we can improve ourselves in that 
particular direction. It would be difficult, I think, for me to fully 
document it to your satisfaction. 

Mr. Murphy. I understand my time is up, Mr. Chairman. 1 will 
conclude with this remark. One of the functions of this committee is 
to see if we can determine the amount of duplication and its -cost, 
and how we best can resolve this. Thank you. 

Chairman Pike. Mr. Aspin. 

Mr. Aspin. Thank you, Mr. Chairman. A lot of the things that I 
think have concerned the committee have come up, but there is one 
area, Dr. Hall, which hasn’t yet, and that is we have had a go-around 
a couple of times on this matter of secrecy and what information 
ought to be kept secret and not. The Defense Department’s policy 
on this seems to be particularly bizarre. Some things are kept secret, 
and others parts are not kept secret. Is that one of your functions, to 
decide how much of the various intelligence activities can be made 
public? 

Dr. Hall. No, it isn’t my job to do so. In reviews of questions of 
this sort I often am asked for my advice. 

Mr. Aspin. Whose job is it that decides? Who decides, for example, 
that portions of the R. & D. budget are made public and other por- 
, tions are not? 

Dr. Hall. It predominar ily is a question of the individual who is 
responsible for that program. - 

Mr. Aspin- Is that why it seems to be such a hodgepodge, that some 
information is given and other information is not, and some things 
you think ought to be public are not, and others are surprised? To 
give you an example, our attache offices. That is a fairly public kind 
of thing, that we are collecting information through the military 
attach^ offices in various countries. Yet apparently the location of 
those offices is not made public. Why is that? If we know why, and 
people know it is a very public thing in those countries that the 
attache is there, and there is a military attache office, why isn’t that 
made available to the American ptrblic? 
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Dr. Hall. I am not in a position to defend why we don’t do that, 
Mr. Aspin. 

Mr. Aspin. That is classified, Mr. Chairman, the number of the 
positions, and the location of the attach^ offices is classified, and the 
information which also came out in hearings about where new offices 
are going to be opened is classified, but then irony comes on top of it 
when you look at the family housing section of the law and you find 
out where the family housing sections are, and there is family housing 
for attaches and that is not classified. 

There are 86 countries where there is family housing for attaches 
and they list that there are two countries, Algeria and Bangladesh, 
where we are opening new family housing, so it wouldn’t take much 
intelligence to aiscover where our attaches are. But you know it is 
this kind of bizarre treatment of classification that I think is so 
perplexing. 

Dr. Hall. I think we should have you on the intelligence staff, Mr. 
Aspin. 

Mr. Aspin. You just look at two pages of the two different sections 
of the appropriations hearings, and the DIA, the Defense Intelligence 
Agency, seems to be kind of contrary to what the CIA is saying and 
what the Director of Central Intelligence is saying. He was saying, 
“Well, if you really must, it wouldn’t be damaging to give^a total.” 

Now, you would not want to give the total for a series of years 
because then you can plot the series and you won’t want to give any 
breakdown at all. 

He says the trouble with giving a single number is pretty quick 
there is pressure to break it down. The Defense Department people 
seem to be perfectly willing to give certain parts rather than the total. 
The total is about the only thing that is missing. The various parts 
of it are there and in fact most of it is there in a lot of cases. 

It is just adding it up. Why this different approach? 

Dr. Hall. Well, the fundamental guidance comes from the Director 
of Central Intelligence. We follow his lead because he has the responsi- 
bility of protecting the intelligence sources. In terms of what we 
publish and what we do not, there very certainly will be times when 
the left hand doesn’t know what the right hand is doing. 

Mr. Aspin. And in general is this done by department? For example, 
is there a head of the^DIA’s information who decides, within the DIA, 
what is to be declassified and then there is another person for the 
Army intelligence and for the Air Force intelligence, Navy intelligence? 
Is that how it is done, or is it broken down even further with sub- 
sections within those sections that people decide what is classified and , 
what is not classified? 

Dr. Hall. The important questions are predominantly handled 
by the head of a particular operation. 

Mr. Aspin. And what would be an operation, for example? 

Dr. Hall. Oh, the Director of the Defense Intelligence Agency, 
Director of Naval Intelligence, and so on. 

Chairman Pike. Mr. Aspin, your 5 minutes are up. I am aware 
you saved time earlier. If you want to go for another 6 minutes, it is 
perfectly all right. 

Mr. Aspin. Let me not pursue that any further other than to say 
that one of the reasons why I think people in Congress are particu- 
larly unhappy with the classification system, quite apart from the 
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fact of who can leak and who cannot leak, which we have gotten into 
before, is the seemingly arbitrariness of the whole system, and I 
think that a comparison of just looking at the way the different parts 
of the Defense Intelligence operations, some things classified, some 
tilings in the Navy that are classified, which aren’t classified in the 
Army and vice versa, just makes people just very suspicious that the 
whole thing is just being done in a very haphazard wav. But let me 
take another point. Of those unclassified portions, can the GAO come 
in and audit those and does the GAO do work on the unclassified 
portions? 

Dr. Hall. The GAO could come in and audit the classified portion 
as well. 

Mr. Aspin. Well, now, they said they were scared off from doing a 
lot of the classified things because they did not have clearance and 
they did not have people who were, cleared and they could not get in 
and have compartmentalization and then they backed off of it entirely. 

Dr. Hall. They have people stationed at the National Security 
Agency. 

Mr. Aspin. Yes, but that is only for the National Security Agency. 
Those reports go to the head of the National Security Agency, a kind 
of technical assistance from the GAO to NSA rather than any kind 
of independent audit. Those reports do not go back to the GAO and 
do not in any way get back to Congress. 

Dr. Hall. There is no reason as far as I am concerned to keep 
any properly constituted GAO audit from considering anything in 
the intelligence arena. 

Mr. Aspin. You mean you would say that' the GAO as far as you 
are concerned could come in and audit both the classified portions 
and the unclassified portions? 

Dr. Hall. Yes, if that is 

Mr. Aspin. Has the GAO come in and audited any part of the DIA 
recently? 

Dr. Hall. No. 

Mr. Aspin. Have they done any auditing of any of the service 
intelligence agencies? 

Dr. Hall. Not to my knowledge. 

Mr. Aspin. Not even the unclassified portions? I mean they ought 
to go in there and have a look at that base, about how many generals 
are flying planes, and how many in family housing, and the cost of all 
of that. They haven’t done that? 

Dr. Hall. Not to my knowledge, Mr. Aspin. 

Mr. Aspin. But you have no objection to them coming in and doing 
that? 

Dr. Hall. No. — 

Mr. Aspin. To go to one other point, you said, for example, that 
the person who is responsible for Defense Intelligence is really the 
Secretary of Defense, rather than the head of the CIA, rather than Mr. 
Colby. ]\lr. Schlesinger is really the boss rather than Mr. Colby on a 
number of these issues. How much cooperation is there with the CIA? 
For example, does the CIA have access to all information gathered by 
the Defense Intelligence Agency? Do they have access to all of the 
raw data collected? 

Dr. Hall. Yes, they do as a regular thing. 

Mr. Aspin. And they are on the distribution for everything? 
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Dr. Hall. Yes. 

Mr. Aspin. And they do not have to know about it and ask for it 
to get it? They get it automatically? 

Dr. Hall. 'They get it automatically? 

Mr. Aspin. Does the same cooperation exist among the services, 
for example, Army intelligence and Navy intelligence? Do they get 
cross information? 

Dr. Hall. Yes, they do. 

Mr. Aspin. And how long has this been going on? 

Dr. Hall. It has been going on as long as I have been in the office. 

Mr. Aspin. Which is? 

Dr. Hall. About 4 years. 

Mr. Aspin. Because I know that has been a problem in the past. 

How do you decide what gets transferred and what doesn’t? 

Dr. Hall. Well ^ 

Mr. Aspin. Not everything that comes in clearly. I mean every 
little scrap of information cannot be sent across. 

Dr. Hall. If we started sending it all to each intelligence organiza- 
tion, we would even have more than the 30 tons we are talking about. 

Mr. Aspin. So who is to decide? Who decides what is important 
and relevant and whatever classification it is? 

Dr. Hall. The heads of the operations do, but fundamentally, 
I have to say it really works very well. 

We watch it from my office to see that there is the proper and good 
interchange and I think that is the case. 

Mr. Aspin. And that is your primary concern? 

I want to say that of the people who are concerned about this, 
that is one of your responsibilities to make sure this is done? 

Dr. Hall. Immediately it is the responsibility of the Director of 
DIA to insure that there is the proper interchange of information. 

Chairman Pike. The time of the gentleman has expired. 

Mr. Aspin. May I just ask if it isn’t done correctly, who is respon- 
sible or who is the person who should be held responsible? 

Chairman Pike. Mr. Aspin, we are really going to have to stick 
with the rules. 

Mr. Aspin. All right. 

Chairman Pike. Mr. Kasten. 

Mr. Kasten. Thank you, Mr. Chairman. 

Dr. Hall, do you have present or former CIA employees in top 
level positions in your Department? 

Dr. Hall. In my office we do not — no, I don’t think so. 

Mjt.^Kasten. Mr. Hall, is Tom K. Latimer now employed by the 
Department of Defense, a Special Assistant to the Secretary, and 
a Special Assistant to the Deputy Secretary of Defense? 

Dr. Hall. Yes, he has had a DIA background. 

Mr. J^asten. Is he still employed by the CIA? 

Dr. Hall. No, sir. 

Mr. Kasten. Are you aware that for the years 1970 to 1973 ap- 
proximately he was detailed to the White House as a CIA employee 
but that was not generally known? 

Dr. Hall. Yes, I am aware of that. 

Mr. Kasten. You answered my first question no, I think, saying 
that you did not have any present or former CIA employees. Here is 
one. Not only that, but this particular individual was at the White 
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House evidently working with Dr. Kissinger not as a CIA liaison man, 
not identified as a CIA individual, and now not only is he working 
with your Department and you answered no to the first question, but 
isn't this the individual that you have assigned as the contact man 
for this committee? Isn't he the staff person that we contact? 

Dr. Hall. I interpreted your first question to mean people who 
work in my office and he does not work in my office. 

Mr. Kasten. Who is the staff contact man for this committee, 
the House Select Committee on Intelligence, in the Department 
of Defense? 

Dr. Hall. Mr. Latimer. 

Mr. Kasten. Was the fact that he was a CIA employee and had 
been detailed to the White House, was that known by our staff and 
other people? 

Dr. Hall. I knew it. I didn’t know whether 

Mr. Kasten. Do you think it would be important that the chair- 
man and other members of the committee and the staff would know 
that this man is or at least was a CIA employee and was detailed 
to the White House and had other jobs in the CIA? 

Do you see an apparent conflict here or any kind of problem, or 
do you feel this is kind of business as usual? 

3)r. Hall. His job as Assistant Secretary of Defense, his regular 
job, is to maintain contact with congressional committees and out- 
side agencies. I don’t realty see that his background as having spent 
some time with CIA has anything really particularly to do with it. 

Mr. Kasten. Then you don’t feel he should be identified in any 
way to this committee, especially the fact that he had been detailed 
to the White House? 

Dr. Hall. I see no reason for keeping it undisclosed. 

Mr. Kasten. Is a Mr. John Maury presently the Assistant Sec- 
retary of Defense for legislative affairs? 

Dr. Hall. Yes. 

Mr. Kasten. Do you know anything about his background? 

Dr. Hall. Yes. 

Mr. Kasten. Could you describe that to the members of the 
committee? 

Dr. Hall. Well, very briefly, he was also at CIA. 

Mr. Kasten. In the job of legislative affairs or counsel; is that 
correct? 

Dr. Hall. Among other jobs. 

Mr. Kasten. How come he didn’t fit into the classification of my 
first question, when I asked about former or present ClA employees? 

Dr. Hall. Because he doesn’t work for me, either. 

Mr. Kasten. Do you think that it is appropriate to have these 
kinds of people in these kinds of jobs and it is not known? I am not 
sure. Is Mr. Maury presently a CIA employee? 

Dr. Hall. No; he is not. 

Mr. Kasten. I was not able to get that information. 

Dr. Hall. He is not. He is a Presidential appointee. 

Mr. Kasten. When people are detailed from the CIA to the De- 
partment of Defense or tq other departments, do people ask for these 
CIA employees to be detailed from the CIA to the Department, or 
are you asked whether you would like to have one of the CIA people 
come into your Department? 
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Dr. Hall. Nobody has ever asked me if I wanted any. 

Mr. Hasten. I want to go back to a question as to the problems of 
duplication. The relationship between a number of units in the De- 
fense Intelligence Community is unclear, and it is obviously unclear 
to a number of the members of the committee, and I want you to 
clarify the relationship if you could, of the Army, Navy, and the 
Air Force intelligence services in the Department of Defense. There 
are three, Army, Navy, Air Force intelligence services at the Depart- 
ment of Defense. Then there are also U.S. Air Force Security Service, 
the Army Security Agency, and the Navy Security Group, which 
reportedly work for the National Security Agency. Do you have 6ix 
different agencies, or do you really have three with partners, or with 
people that are working together? 

Dr. Hall. It will be clear after I talk this afternoon, but there is no 
secret about it, and I will be glad to try to do it now. The program 
which is run by NSA is participated in by Army, Navy, and Air Force 
units. The Air Force unit is called the Air Force Security Service. It 
is part of the Air Force, but it is charged with participating with NSA 
in the cryptological program. The Army security .agency, ASA, is 
an Army unit which also participates in the cryptologic program 
under NSA. 

The Naval Security Group, NSG, is a similar unit in the Navy. So 
that’s three of the ones you are talking about. At the departmental 
staff levels in the Army, Navy, and Air Force there is a top intelli- 
gence officer who is responsible to the Chief of the Naval Operations 
for the Navy, to the Chief of the Services for the Army, and the Air 
Force. They each have intelligence responsibilities in support of their 
departments, primarily involving the management of people and 
systems for various collections and analysis efforts. 

Mr. Hasten. My time is up, but your answer to my question is 
that there are six separate agencies with six separate budgets; is that 
correct? 

Dr. Hall. Not agencies. 

Chairman Pike. Mr. Hasten, I would simply have to say to you 
the same thing I said to Mr. Aspin. When you know your time is up, 
I would appreciate it if you would stop asking questions. Mr. Milford? 

Mr. Milford. Thank you, Mr. Chairman. Mr. Hall, I would like 
to go back. I think the record may possibly infer a wrong thing here — 
either that or my knowledge is incomplete, whichever the case, I 
would like to straighten it out — concerning your conversation with 
the chairman a few moments ago about intelligence personnel in 
tactical units 'that do not show up on your particular budget. My last 
direct contact with the military was World War II and Korea. At 
that time, in our infantry, our artillery, armored units, et cetera, the 
lowest level that had a designated intelligence officer was a battalion, 
although in the company we would normally assign some officer as 
an intelligence officer, but this was really sort of like inventory, PX. 

It was in Army theaters, but somewhere along that line, unless 
we were actually engaged in combat the intelligence officers had no 
function other than to train. They did not serve as an input into the 
intelligence gathering agency as we now have it here in peacetime. 
Am I correct so far in what I am saying? * 

Dr. Hall. You are correct, yes, sir. 
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Mr. Milford. Would you point out at what level from company 
to theater that the personnel were in tactical units would constitute 
an input into your intelligence system, if at anywhere along that line? 

Dr. Hall. I would have to prepare an answer for you because it 
is a little complex. 

[The information follows:] 

Intelligence activities which arc collecting intelligence for use by national level as 
well as combat level consumers, are in what \vc call Program 3, which is intelligence 
and communications. In addition, there are some activities, that are organic to 
various forces, which are intelligence-related activities, and these are carried out- 
side Program 3 in the' same program as the forces they support — strategic, general 
purpose, and so on. To insure, however, that we know where all the people are, we 
maintain cognizance of wherever the intelligence or intelligence-related people are, 
whether they are involved in direct combat support or in a unit which is providing 
general support for both combat and national le% f els. 

Mr. Milford. The intelligence officers in the 2d Armored Division 
at Fort Hood and in the 1st Infantry Division, wherever they might 
be here in the States, would be supplying absolutely no input into 
your system at ail? 

Dr. Hall. They don’t. They are there to help the commander. 
They are called intelligence officers because the commander needs 
to look to an expert and these people are specially trained and are 
there to help him interpret and use the intelligence which is collected 
and produced by the various intelligence organizations. 

Mr. Milford. This is to be a training function strictly? 

Dr. Hall. A training and support function. They support the 
commander in his operations. 

Mr. Milford. Thank you, Mr. Chairman. 

Chairman Pike. Mr. Hayes. 

Mr. Hayes. Thank you, Mr. Chairman. 

Dr. Hall, I don’t want to use you as a foil and I don’t want you 
to take anything I say on a personal basis but I am enormously im- 
pressed by the utter banality of the operation that you describe and 
•your perception of the operation. 

Let me give you an example. In your testimony at page 7 you try 
to put the entire planning, programing and budgeting system into 
an industrial analogy and you tell us that the planning, programing, 
guidance memorandum is in effect a request for a proposal from the 
military departments. The obvious answer is that, oi course, we there- 
fore receive a bid from the military. In other words, our civilian con- 
trolled Defense Department receives this bid from the military. I 
think that is unquestionable. I think you know it and I know it. 

Then we go ahead and have project objective memorandums which 
become the proposals. We make a contract with them as to which 
we want to buy, the obvious implication being the military here have 
something to sell to us and if they are like other salesmen they try to 
oversell. They give us the whole line, the entire package, and we of 
course try to sift through and knock that out. 

Let me ask you a question about that methodology. Is that the 
kind of methodology that was used to advise General Weyand, for 
example, that this country last spring ought to buy for a price of 
about a third of a billion dollars a regime in South Vietnam? And then 
that was immediately followed by the abandonment of about $1 
billion dollars worth of arms we had provided to them? Is that the 
same methodology that is used? 
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Dr. Hall. The methodologies are not related at all. The words that 
are in my testimony were designed to try to make clear the process of 
allocation of resources and selection of projects that we are involved 
in. 

Mr. IIayes. Don’t you see intelligence as something different from 
the industrial procurement programs? 

Dr. Hall. Of course. 

Mr. Hayes. Why do you insist on that kind of thought process? 

Dr. Hall. I don’t insist on it. I will throw it away if you would like. 

Mr. Hayes. Again, I don’t mean to be battering you around, and 
please don’t take anything I am saying on a personal level. 

^__Dr. Hall. I have no pride of authorship. 

MrMfxYBSv JThatis the unfortunate thing about it. It is enormously 
amusing. I don’t blame anybody for laughing. But that is the kind (if 
operation that we have here. Mr. Latimer and others, in selecting you, 
did an enormously good job and I doubt very much, based on the 
literature, in this area and based on the observations of others who are 
quite capable of analyzing our intelligence community, I really think 
you are the perfect choice to send down here, your background in 
industry, relatively unscathed, not around during part of the hard 
charging, the formation of DIA, and all of its concomitant problems, 
its ultimate abandonment according to some observers — and I think 
that is probably correct . 

Is it still abandoned? Isn’t the CIA in fact the real arm for under- 
standing intelligence used by the civilian heads of our Defense 
Establishment? 

Dr. Hall. Some of the best analogies have come from CIA. Some 
very good analogies have come from the Defense Intelligence Agency. 

Mr. Hayes. The joint service approach that is used within the 
Defense Intelligence Establishment has turned out to be a mish-mash. 
In fact, isn’t it tremendously difficult to accommodate and to present 
in one final form all of those conflicting viewpoints that you assemble? 

Dr. Hall. We do encourage the intelligence agencies to come in 
with more than we can support in terms of ideas. We need ideas and 
we encourage that approach. 

There is a selection process, therefore, that we must go through 
in choosing those ideas which we are going to support; that was what 
the analogy was intended to represent and that is as far as I want to 
go in defending it. 

Mr. Hayes. You have described your job as putting resources 
at the disposal of Intelligence and Defense. The Director has to 
produce the intelligence estimates himself. So do you consider 3’our 
role as a hardware man, as a procurer 

Dr. Hall. My role is predominantly to help determine where we 
put the money and other resources — into new collection systems, 
mto processing systems and so on. 

Mr. Hayes. You don’t in fact have a role in assessing the value 
of the estimates of intelligence, do you? 

Dr. Hall. I do from the point of view of assuring the Secretary 
of Defense that the process is working right. 

Chairman Pike. The time of the gentleman has expired. 

Mr. Johnson. 

Mr. Johnson. Thank you, Mr. Chairman. 
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Dr. Hall, in pursuing our previous line of questioning about the 
acquisition of military intelligence and perhaps duplication with the 
CIA, so that proper weapons systems could be generated in response, 
we didn’t get to go into your relationship with ERDA. It is up to 
you, you say, to advise the Secretary of Defense where to spend these 
intelligence dollars. 

Is there any coordination between the Defense Department and 
ERDA then in the utilization of this information. so that we don’t 
duplicate the weapons systems between the Department of Defense 
and ERDA? 

Dr. Hall. Yes, there is coordination on the United States Intelli- 
gence Board; ERDA has a member and the Defense Department 
has two members. There is an interchange of information at that 
particular point. 

Mr. Johnson. We did establish that the DIA has no covert activ- 
ities. Did we establish that the Department of Defense no place has 
any covert activities? 

Dr. Hall. We have no covert activities. 

Mr. Johnson. Do you have any arms programs to foreign govern- 
ments included in any of your budgets? 

Df. Hall. Any what? 

Mr. Johnson. Arms programs to foreign governments. 

Dr. Hall. We have no arms programs; no. We have some intelli- 
gence programs with foreign governments. 

Mr. Johnson. Does your department have any operations in the 
United States cities and towns? Intelligence gathering? 

Dr. Hall. No. 

Mr. Johnson. I yield to the gentleman from Wisconsin to finish 
his line of questioning. 

Mr. Kasten. I want to get the final answer to the question I 
asked before. Your answer is that you have six separate agencies 
with six separate budgets for those six areas we have touched on; 
is that correct? 

Dr. Hall. We don’t call them agencies. 

Mr. Kasten. Department? 

Dr. Hall. Department. 

Mr. Kasten. Do you as Assistant Secretary of Defense for Intelli- 
gence have any control or authority over any Department of Defense 
intelligence: Army, Navy, Air Force, DIA, NSA, or is your authority 
limited solely to making recommendations? 

Dr. Hall. I have no line authority. 

Mr. Kasten. Is that a difference between you and General Graham? 

Dr. Hall. He has authority over the Defense Intelligence Agency. 

Mr. Kasten. The CIA has a staff of national intelligence officers, 
NIO’s, while the Defense Intelligence Agency has a staff of Defense 
Intelligence Officers, DIO’s. Is there coordination between these two 
sets of staffers in production of intelligence estimates? 

Dr. Hall. Yes: there is. 

Mr. Kasten. Are both necessary to provide the best intelligence 
estimates? In other words, we are going through — all the members of 
the committee — a series of duplication after duplication and in some 
cases competition after competition. Are both sets necessary to provide 
the best intelligence estimates? Isn’t this a duplication of function 
here? 
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Dr. Hall. There is certainly some duplication of functions, but in 
terms of number of people — there are not very many — and in terms 
of making a better process, I think it is good to have some competi- 
tion, if you want to call it competition. They work very closely 
together but they are not constrained to come out with a single picture. 
The DIO’s, of course, are more oriented toward military matters 
than the NIO’s. 

Mr. Kasten. Thank you, Dr. Hall. 

I yield back the balance of the time to Mr. Johnson. 

Mr. Johnson. I just wanted to establish one more time, Dr. Hall. 
Are there any military personnel being trained in covert, clandestine 
activities? I understand your answer has been “no." 

Dr. Hall. No, no military intelligence personnel are being trained 
for covert action activities. 

Mr. Johnson. You say that flatly? 

Dr. Hall. Not in the sense to which you are referring. However, 
there is clandestine training which can be further discussed in closed 
session if you so desire. 

Mr. Johnson. I yield back the balance of my time. 

Chairman Pike. Mr. Lehman. 

Mr. Lehman. Thank you, Mr. Chairman. 

Did I hear correctly, Dr. Hall, that you said the Defense Intelli- 
gence Agency anticipated the outbreak of the Yom Kippur war? 

Dr. Hall. Participated in the 

Mr. Lehman. Anticipated or predicted the outbreak of the 1973 
war in the Mideast? 

Dr. Hall. I said one intelligence agency did. 

Mr. Lehman. One intelligence agency did that. Would you be 
willing 

Dr. Hall. Not the Defense Intelligence Agency. 

Mr. Lehman. Would you be willing to tell me what happened to 
this information that prevented it from obviously being relayed to 
the people in the diplomatic area in this country, or perhaps the 
Israeli intelligence, the Israeli armed forces that in a sense necessitated 
the emergency airlift that cost a billion dollars or more, because this 
information was not relayed to the proper people at the proper time? 

Dr. Hall. I would be glad to discuss this in the closed session. 
Let me say there was no obstacle to the relay of the information, 
Mr. Lehman. 

Mr. Lehman. There was no obstacle in relaying this information 
but somewhere along the line— — 

Dr. Hall. There was a question of judgment in terms of what the 
information meant. The Israelis did not believe the information. 
One of our agencies did. Some of our agencies did not. 

Mr. Lehman. It seems to me, then, if you collect enough intelli- 
gence that you are going to get so many conflicts that you are not 
going to know what to believe sometimes and that the overcollection 
of intelligence can perhaps be not only very expensive but very 
conflicting and very confusing. 

Dr. Hall. In this particular case, Mr. Lehman, I wish we had had 
more. We were constrained in that particular area by previous 
reductions and we did not have all the information that I believe was 
necessary to have in the area. 
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Mr. Lehman. Dr. Hall, do you believe the civilians should control 
the military in this country? That is a rather broad, philosophical 
question. 

Dr. Hall. If I understand your question, I don’t know that it is 
particularly germane to this discussion. My general view i 9 that 
civilian management of the military has always been part of this 
country and should continue to be. 

Mr. Lehman. You are a civilian. I have the feeling, though, that 
you are the buffer between the civilian control and the military, that 
you are a roadblock for us to be able to find out the necessary in- 
formation. Perhaps I am reading it wrong, but this is the kind of 
context in which I see your role at this time. 

Dr. Hall. I certainly hope to change that viewpoint when we get 
into closed session. 

Mr. Lehman. Speaking of closed session, the problem to me is 
that we have these operations like Holystone that get us in kind of a 
bind with some of the other countries. If only this committee knows 
about these operations, how can the civilians in this country, a 
civilian body like the Congress, really make the kind of decisions that 
need to be made to maintain control over the military, if they don’t 
know what is going on? 

Dr. Hall. I am not sure that that is a question for me, Mr. Lehman. 

Mr. Lehman. It is a question that disturbs me. 

For instance in a sense we are playing Russian roulette in more 
ways than one. With some of our operations, we are playing with the 
welfare of this country and the Congress, in particular, doesn’t know 
what is going on and I think it is very important that they should. 
That is the question basically. 

Dr. Hall. I want to assure you in my judgment we are not playing 
Russian roulette. 

Chairman Pike. Mr. Dellums. 

Mr. Dellums. Thank you, Mr. Chairman. 

Dr. Hall, I would like to take you back now to the 1968-72 political 
conventions and ask you, did any NSA security service or DOD 
military intelligence personnel participate separately or with any 
other agencies at the political conventions in those 2 years? If so, 
what was their mission and what was the justification for tehir 
participation? 

Dr. Hall. Mr. Dellums, the National Security Agency did not. 
There was some activity on the part of Army Counterintelligence 
during that period of time. There were public announcements made 
and corrective measures taken by Secretary Laird. It is not an area 
for which I am responsible and I cannot speak authoritatively about 
it, but we can have somebody do so, if you want. 

Mr. Dellums. I would appreciate that and with some emphasis on 
what was the mission of that unit. 

[Dr. Hall subsequently advised the committee that :] 

The whole subject of so-called military surveillance will be addressed by 
another DOD witness in future testimony if the committee so desires. 

Mr. Dellums. Now about the interrelationship between the 
civilian community and the military. Does any DOD unit presently 
keep files on American citizens, and if so, what is the rationale of keep- 
ing those files? 
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Dr. Hall. They do not. There is no intelligence file kept on American 
citizens. 

Mr. Dellums. Do you keep any files on American citizens? Have 
you ever kept files on American citizens? 

Before some committees there has been some testimony the military 
has been involved in the surveillance of citizens and I would like to 
know if you have ever kept any files on American citizens. 

Dr. Hall. I think the answer to the question that you have in your 
mind is no. In the last several years we have not done this, since the 
time that I mentioned. Some collection actions are taken. I think 
you are really talking about intelligence people — intelligence opera- 
tions keeping files. You get into a little bit of a problem. I am not 
quibbling a bit, but you know I have friends in industry and if I 
look in my files, I will find their names. I don't think you intended 
to mean keeping that sort of a file on an individual. 

Mr. Dellums. No; I am talking about where you violate the 
privacy of American citizens by t 

Dr. Hall. The answer is there is nothing going on in that respect, 
and has not for several years. 

Mr. Dellums. Have any files on any citizens in America that were 
ever developed in any fashion other than employment files developed 
by the military been given to any civilian agency? If so, what agency? 

Dr. Hall. I will take that question and get a specific answer for 
you. 

[The information follows:] 

During the late 1960's and early 1970, the Army was tasked by the prior ad- 
ministration to collect intelligence information relating to civil disturbances in 
various cities around the country. During this process, information was regularly 
furnished other Federal agencies such as the Department of Justice who also had 
responsibilities in dealing with civil disturbances. Much of this information orig- 
inated with other agencies as well, such as the FBI, local sheriffs, and police 
departments so that there was at that time a regular exchange of information 
relating to civilian groups which were thought to have a potential for causing 
riots in our cities. 

Mr. Dellums. For example, when American citizens read that some 
candidate for political office was under surveillance by the military, 
that meant you were not keeping a file on that person. 

We have testimony to that effect before other committees, I'm sure, 
that persons campaigning for political office during the time of serious 
opposition to the Vietnam war, that military units did in fact keep 
American citizens under surveillance. Certainly candidates, political 
campaigns? 

Dr. Hall. Mr. Cooke has testified extensively before congressional 
committees on the nature of that activity, what happened and what 
has been done to insure that it is not going on now. I think that 
record is the one which really applies here. 

Mr. Dellums. In the last 5 years has any DOD military intelligence 
organization covertly penetrated any civilian organization in this 
country? 

Dr. Hall. No. 

[Subsequently, Dr. Hall advised the committee as follows:] 

Although I was not aware of any such operations, on checking with my col- 
leagues in areas not under my jurisdiction, I was provided with the following 
information: Since 1971, the Department of Defense has strictly regulated the 
acquisition of any information relating to persons not affiliated with the Depart- 
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meat of Defease. The Department has prohibited the penetration of any civilian 
organization except under those circumstances where the organization presents a 
direct threat to military functions, personnel or property. Since 1971, a high 
civilian official in the Department of Defense who is the only person authorized 
to approve such penetrations of civilian organization has approved eight oper- 
ations to acquire information concerning an organization which presents a threat 
to military functions, property or personnel. Although eight operations were ap- 
proved, two of the operations approved never came to any fruition; that is, the 
source never provided any information and the operation aborted. One operation 
is now ongoing. We are prepared to furnish the House Select Committee the same 
‘ full information we have already provided the Senate Select Committee concern- 
ing these operations. We will give your staff access to the still-sensitive files con- 
cerning these matters. The facts concerning these operations have been provided 
to various committees of the Congress in the past. 

Senator Ervin's Subcommittee on Constitutional Rights was provided this 
information last year. Recently the same information was provided to the House 
Subcommittee on Government Information and Individual Rights chaired by 
Congresswoman Abzug. And, as I have indicated, we have furnished the complete 
details concerning these sensitive operations to the Senate Select Committee staff. 

Mr. Dellums. Does military intelligence receive data on domestic 
situations from the CIA and tne FBI? 

Dr. Hall. Someone more qualified should answer that. 

Mr. Dellums. They are not in the room with you today. 

Dr. Hall. They are not in the room today. 

Mr. Dellums. Thank you. 

Apparently in 1968, the District of Columbia Metropolitan Police 
received a payment of $150,000 from the Army to gather intelligence. 

Question: Who authorized that payment? 

S uestion: From what account were the funds transferred? 

'r. Hall. What period of time was that? 

Mr. Dellums. In 1968, a payment of $150,000 to the District of 
Columbia Metropolitan Police for the purposes of gathering intel- 
ligence, on American citizens who were either residents of the District 
of Columbia, or were in and around the District of Columbia. 

Dr. Hall. I will supply an answer for the record, Mr. Dellums. 

[The information follows:] 

The disbursement of the money in question was directed by the White House 
and authorized by the Under Secretary of the Army to be paid from operation and 
maintenance (O. & M.) funds, Army. 

Chairman Pike. The time of the gentleman has expired. 

Mr. Field. 

Mr. Field. Thank you, Mr. Chairman. 

I am following up on my overcollection and duplication line of 
questioning of this morning. In reviewing a study, which was done I 
believe secretly, of the Defense Department’s activities during the 
1973 war that we mentioned, I understand that the study did not come 
to the same conclusion that you indicated this morning; that every- 
thing worked smoothly particularly with respect to tne analysts in 
the DOD. 

Dr. Hall. Mr. Field, \ did not say it worked smoothly. We will 
this afternoon go over the results of that study with you and tell you 
about it. 

Mr. Field. Moving to duplication: Isn’t it true that each branch 
of the Service — the Army, Navy, the Air Force — had its own com- 
munications security program? 

Dr. Hall. There is an overall security program which is admin- 
istered and guided by the Director of NSA and it is complemented 
by counterpart operations in the services. 

58 - 920—75 15 
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Mr. Field. Each branch of the service has in its budget an allocation 
for its own communications security program and has, as I under- 
stand, in fact its own program. 

Dr. Hall. Each has its own program but it is implementing an 
overall program which is established by the Director of NSA. 

Mr. Field. In other words, these three programs are completely 
centralized and coordinated? 

Dr. Hall. Yes, they are. 

Mr. Field. Isn't it a fact that each branch of the service has its 
own counterintelligence program? 

Dr. Hall. Yes. 

Mr. Field. Is that centralized? 

Dr. Hall. It is centrally guided, yes, sir. I do not have any re- 
sponsibility for this area. 

Mr. Field. You don’t have any responsibility for this area, but 
it is centralized. Who centralizes it? 

Dr. Hall. It is centralized under Mr. Cooke who is the Deputy 
Assistant Secretary of Defense, Comptroller. 

Mr. Field. Does each branch of the service have its own cryptology 
program which as I understand is codebreaking, encoding, and that 
type of thing? 

Dr. Hall. There is one overall program in this area which is con- 
trolled by the Director of NSA and, as I stated earlier, each of the 
services participate in it. 

The cryptologic program is centrally managed, centrally controlled, 
centrally operated, but implemented by organizations in each of the 
services as well as NSA. 

Mr. Field. Our understanding in talking with these people is that 
there are separate cryptology programs; and that the NSA cryptology 
program is not, let’s say, in charge of the Army, Navy, Air Force 
cryptology programs. Would your understanding be that the NSA 
person is in fact in charge of the Army’s cryptology program? 

Dr. Hall. That is right. 

Mr. Field. He is in charge of it? 

Dr. Hall. He is in charge of it. 

Mr. Field. That will be interesting to tell to the Army. 

Dr. Hall. If you get a different answer, I am sure you will let me 
know. 

Mr. Field. CIA has its own cryptology program. NSA is also in 
charge of that? 

Dr. Hall. CIA does not have its own cryptology program. 

Mr. Field. There is no cryptology being done at CIA? 

Dr. Hall. No. 

Mr. Field. Was the DIA designed to coordinate all these programs? 

Dr. Hall. No. 

Mr. Field. That was not in the original directive setting up the 
DIA. 

Dr. Hall. Nor is it there now. * 

Mr. Field. It was not designed to consolidate the various service 
intelligence programs and coordinate them? 

Dr. Hall. You are talking about the cryptology programs 

Mr. Field. I am talking about, all the various programs we have 
been reviewing — and many others, 
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Wasn’t the purpose of DIA to consolidate and coordinate the sep- 
arate branches’ intelligence programs? 

Dr. Hall. It was set up to coordinate the preparation of the 
finished intelligence which comes from the various collection sources 
and various agencies and it does that. It was not set up to 

Mr. Field. It was not set up to coordinate the various branches? 

Dr. Hall. No. 

Mr. Field. It would seem to me that the overcollection and dupli- 
cation which at least I see are a very expensive part of our intelligence 
community and probably make the intelligence budget very expensive. 

It also seems to me that rather than cut the overcollection and 
duplication that we shove certain things out of the intelligence budget. 

We saw a presentation here yesterday by Mr. Colby in closed 
session. It is the same presentation he makes to the appropriations 
committees. I wonder how valid that budget presentation is, because 
of this technique of just sort of leaving things out of the budget. 

For instance, military tactical intelligence. That is not in the 
intelligence — the foreign intelligence community budget. Is that 
correct? 

Dr. Hall. Well, some parts are and some parts are not. 

Mr. Field. The military spying in Berlin that took place a few 
years ago; was that in the intelligence budget? 

Dr. Hall. The what? 

Mr. Field. The military spying in Berlin on American citizens 
in Berlin that took place 2 ot 3 years ago. 

Dr. Hall. It was probably not in the intelligence budget. 

Mr. Field. Ocean surveillance. Would that have been in the in- 
telligence budget? 

Dr. Hall. No. 

Mr. Field. Satellite data systems? 

Dr. Hall. No. 

Mr. Field. Early warning systems? Warning systems? 

Dr. Hall. Mr. Field, I am going to tell you all these things this 
afternoon. Let me make this distinction 

Mr. Field. My time is up. Rather than go to this afternoon — — 

Dr. Hall. Perhaps I can answer this way, Mr. Field: Where it 
appears in the budget is a bureaucratic method of accounting, whether 
it is in program 3, program 2, program 6, program 8, or program 1, 
we aggregate the whole thing in my office so that I can tell you where 
all of it is and how they relate, one to the other. 

Mr. Field. If I can make one point, Mr. Chairman. 

The only point I am trying to make is, that there is counter- 
intelligence and training, which is one-third of the budget. Mr. Colby 
comes up to Congress and presents a figure saying, “This is what 
intelligence costs j'ou.” It is in fact very deceiving. It may be only 
half of what it is costing. You may know it, but it is not told to 
Congress. 

Dr. Hall. It is told to Congress. I tell them myself. 

Chairman Pike. You are going to get another opportunity, 
Doctor. 

Mr. McClory. Mr. Chairman, before we adjourn I would like to 
move that the committee do now resolve itself into executive session. 

Chairman Pike. The clerk will call the roll. 

The Clerk. Mr. Delluins. 
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Mr. Dellums. No. 

The Clerk. Mr. Aspin. 

Mr. Aspin. Aye. 

The Clerk. Mr. Milford. 

Mr. Milford. Aye. 

The Clerk. Mr. Hayes. 

Mr. Hayes. Aye. 

The Clerk. Mr. Lehman. 

Mr. Lehman. No. 

The Clerk. Mr. McClory. 

Mr. McClory. Aye. 

The Clerk. Mr. Kasten. 

Mr. Kasten. Aye. 

The Clerk. Mr. Johnson. 

Mr. Johnson. Aye. 

The Clerk. Mr. Pike. 

Chairman Pike. Aye. 

The Select Committee on Intelligence will now go into executive 
session. We will resume at 2 o’clock this afternoon. 

[Whereupon, at 12:50 p.m., the committee was recessed to reconvene 
at 2 p.m. the same day.] 


U.S. INTELLIGENCE AGENCIES AND ACTIVITIES 
Part 1: Intelligence Costs and Fiscal Procedures 


WEDNESDAY, AUGUST 6, 1975 

House of Representatives, 

Select Committee on Intelligence, 

Washington, D.C. 

The committee met, pursuant to recess, at 10 a.m., in room 2118, 
Rayburn House Office Building, Hon. Otis G. Pike [chairman], 
presiding. 

Present: Representatives Pike, Stanton, Dellums, Murphy, Aspin, 
Milford, Hayes, Lehman, McClory, Johnson, and Kasten. 

Also present: A. Searle Field, staff director; Aaron B. Donner, 
general counsel; John L. Boos, counsel; Roscoe B. Starek III, counsel; 
Roger Carroll, Charles Mattox, Edward Roeder, and Emily Sheketoff, 
investigators. 

Chairman Pike. The committee will come to order. 

We have back with us today Mr. Colby wearing his other hat as 
the head of the Central Intelligence Agency. 

Very frankly, Mr. Colby, I sometimes have trouble keeping your 
hats straight, and I would not be too surprised if you had certain 
difficulties in that area from time to time, too. 

I want to just say a couple of things before we go any further. 

The first thing I want to say is that the Department of Defense 
is in full compliance with the subpena which the committee issued 
yesterday. Documents have been delivered to me. I hereby deliver 
them to our Chiefs of Staff and entrust them to our security. 

I want to make it very clear to our committee and to our staff that 
I feel we do have a rather special and heavy burden at this time. I 
have fought very hard to distinguish the legislative branch of Govern- 
ment from the executive branch of Government in this regard. I 
have declined to require our staff to sign all of the papers on secrecy 
of one sort or another which the executive branch sought. 

We have established our own rules on security and on secrecy. 
We have established our own agreements on security secrecy, and 
while there is no way on Earth that I can bind any member of this 
committee to anything as far as secrecy or self-restraint is concerned, 
I know that all of the members of this committee are aware of the 
necessity for this and the implications of some of the documents 
which are in our hands. 

We are approximately at the halfway mark in this first phase of 
our hearings. We have been concentrating on the budget, and I said 
as I opened these hearings that looking at where the money comes 
from and where the money goes is a fascinating thing to me. Some- 
times the testimony is a little dull, but it is quite revealing. 
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Mr. Kasten, I think it was yesterday, pointed out that the man in 
the Department of Defense wno was designated to be our liaison man 
in this investigation was a former CIA man. I frankly don’t know what 
his role is at tne moment, and I don’t particularly care, but I think it 
would have been somewhat fairer if I had known this at the time when 
I was told that he was going to be our contact. 

The budget route has taken us into several contracts which Mr. 
Dellums brought up yesterday, involving various branches of the 
Department of Defense and the CIA. We have learned that there 
are just huge amounts of money which are not included in the so- 
called intelligence budget, and this is one 'f the reasons when we 
first started getting numbers pertaining to dollars that I didn’t get 
too excited about it — because they were not terribly revealing as to 
the total amount of dollars which we spend in this regard. 

The budget route cannot be followed indefinitely without other 
questions being raised. Other questions w T ere raised. 

Mr. Colby, your name does keep coming up no matter in what 
particular hat capacity. We try to follow these directives. It is quite 
possible that today questions will be addressed to you which cover 
Monday’s hat instead of Wednesday’s hat, and I hope you will 
understand that not only do we have some difficulty with this our- 
selves, but we can’t go any other way. 

You are here. You are our witness. We may w r ant to ask you some 
questions. 

Mr. McClory? 

Mr. McClory. Will you yield for a minute, Mr. Chairman? 

Chairman Pike. Certainly. 

Mr. McClory. I want to express my satisfaction with the fact 
that our subpenas have been promptly acceded to, and that we have 
the documents that we requested from the National Security Agency. 

I also want to say insofar as Mr. Colby is concerned, that he has 
been very forthright and very cooperative with us, which is some- 
thing that this committee needs in order to do the job we must do. 

On the further subject of the difficulty of our task in trying to get 
at the crux of how much the intelligence community is costing our 
Nation and what is intelligence and what is not, I think there are 
some very difficult problems presented, where intelligence stops and 
where national security or national defense begins unrelated to 
intelligence, but those are judgments we are going to have to make. 
We have to have not only the direct expenditures, but we have 
to have these peripheral subjects which we may decide should ap- 
propriately be included as part of the overall cost of the intelligence 
activities of our Nation, ana it is only from that broad determination 
that we are going to find out whether we are getting value, and how 
we can help to make this a better intelligence system, a more efficient 
one, a more coordinated one, and a better one insofar as the American 
citizen and taxpayer is concerned. 

Thank you. 

Chairman Pike. Mr. Colby, I assume you have a prepared 
statement. 
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STATEMENT OF W. E. COLBY, DIRECTOR, CENTRAL INTELLIGENCE 

AGENCY, ACCOMPANIED BY MITCHELL ROGOVIK, SPECIAL COUN- 
SEL TO THE DIRECTOR OF CENTRAL INTELLIGENCE 

Mr. Colby. I do, Mr. Chairman. 

Chairman Pike. Thank you. 

You may proceed. 

Mr. Colby. Mr. Chairman, at your request, I am here today to 
discuss the Central Intelligence Agency itself, with particular emphasis 
on its budget and financial procedures. The Agency, of course, rests on 
the statutes passed by the Congress in the National Security Act of 
1947 and the Central Intelligence Agency Act of 1949.' 

The National Security Act of 1947 established the National Security 
Council and, under it, the Central Intelligence Agency. The Agency’s 
mission was described, under the direction of the National Security 
Council, in the following terms: to advise the Council; to make rec- 
ommendations for the coordination of the intelligence activities of the 
departments and agencies; correlation, evaluation, and dissemination 
of intelligence; performance of services of common concern centrally; 
and, in what was deliberately a broad grant of authority, the per- 
formance of "such other functions and duties related to intelligence 
affecting the national security as the National Security Council 
may from time to time direct.” The act specifically provided that the 
Agency have no police, subpena, or law enforcement powers or internal 
security functions. The departments and other agencies of the Govern- 
ment, -however, would continue to collect, evaluate, correlate, and 
disseminate departmental intelligence, which should be open to the 
inspection of the Director of the CIA. 

CIA was conceived as a central agency drawing upon the other 
members of the intelligence community, but having a unique ca- 
pability to perform certain of the missions expected. Its predecessor, 
the Office of Strategic Services during World War II, was the model 
upon which it developed, and it included intelligence collection, intel- 
ligence analysis, intelligence production, and covert activities in the 
political and paramilitary fields. The techniques of secret operations 
and on many occasions tbe specific individuals and organizations with 
whom such operations must be conducted are the same as those which 
provide secret intelligence. In the earliest years of CIA, there was an 
attempt to conduct these in a separate organizational compartment 
from the other work of CIA, but Gen. Walter B. Smith, the Director 
at the time, found that this produced friction, duplication, and- 
inefficiency, so he merged the functions of collection with these other 
"functions and duties.” 

Mr. Chairman, this chart outlines the organization of CIA. I believe 
most of the titles are self-explanatory. You will note that the two 
staffs that support the Director’s community responsibilities are 
separate from the rest of CIA. There is obviously a great deal of con- 
tact and information flowing from CIA to these staffs, but they are 


1 There have been certain other specific statutes covering CIA, such as the CIA Retire* 
ment Act ot 1064 and, of course, the amendment to the Foreign Assistance Act passed in 
December 1974, with respect to CIA activities other than intelligence gathering. In an 
amendment to the Law Enforcement Assistance Act passed in 1073, specific provision was 
made that the Central Intelligence Agency not participate In any LEA A assistance to local 
law enforcement bodies in the United States. 
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separate entities. In particular, we have made an effort to include 
within these community-oriented staffs representatives of the other 
agencies in the intelligence community. 

[The chart referred to follows:] 

The Central Intelligence Agency 





The major work of the CIA is carried out in the four main direc- 
torates listed there. I will be dicussing their work with you in great 
detail in executive session, including the numbers of personnel and 
the specific programs. In line with my comments on Monday, I 
believe it important that these matters be discussed in public session 
in broad ana general terms in order to give public awareness of our 
activities. In order, their main functions are tne analysis and produc- 
tion of finished intelligence, the work of the first Directorate of 
Intelligence; the conduct of our clandestine overseas operations and 
the supporting structures necessary in the United States, in the 
Directorate of Operations; a special Directorate of Science and 
Technology which combines the analysis of foreign information in 
these important fields with research and development of new technical 
systems for acquiring or analyzing information; and the last, the 
Directorate of Administration, with the normal administrative 
services of communications, personnel, finance, logistics, etc. Many of 
these “normal” aspects of aaministration, of course, need to be done 
in somewhat special ways in support of the clandestine operations 
and requirements of this Agency. 

Mr. Chairman, this chart illustrates the various functions carried 
out in CIA. Intelligence is by far our major function these days, and 
you can see that it is broken down into the collection of the types of 
information noted, the processing of this information both technically 
and intellectually by our corps of analysts, and the final production 
of finished intelligence; that is, the product which goes to the cus- 
tomer. Whereas most of our final product does depend upon classified 
sources and consequently is classified, we have made an effort to 
publish in unclassified form such material as we could. 

[The chart referred to follows:] 
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CIA FUNCTIONS 


COVERT ACTION 


I have with me today a collection here of various of our unclassified 
publications for your inspection and possible interest. These formal 

f ublications, ana the much larger number of classified ones which 
will show you separately, are supplemented by the briefings we 
provide within the executive branch and to a number of the com- 
mittees of the Congress. In these briefings, we do not discuss the 
details of our operations or the specifics of our sources, but we do 
use the most sensitive intelligence in order to draw together all infor- 
mation available to the U.S. Government on some foreign question. 
This was the original concept of central intelligence, and it has worked 
with great effectiveness in practice. It means, however, that when 
you examine one of our publications, and especially our unclassified 
publications, the information therein also depends upon the other 
military and civilian agencies contributing to our total knowledge. 
It would be misleading to indicate that the intelligence result available 
to us depended only on the investment made in the CIA itself. The 
management functions of CIA are those normal to any large organi- 
zation, supplemented by CIA’s and my role in the community as a 
whole. Cl A also carries out centrally certain services of common 
concern to the community where it is more efficient to conduct these 
under one roof than to establish duplicative organizations in each 
member agency. 
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The covert action mission has been mentioned before, of course. 
Mr. Chairman, CIA was heavily engaged in this activity during the 
days of massive confrontation of the 1950’s and the period of counter- 
insurgency in the 1960’s. In recent years, however, the change in the 
world situation has been such that CIA's activties in this field have 
dropped to a very low percentage of our efforts. I do believe it im- 
portant, however, Mr. Chairman, that the United States retain this 
potential a3, I could easily envisage further changes in the world 
situation which could once again make it important that our Govern- 
ment be able to help some group in a foreign land struggling against a 
hostile or extremist group there, which could threaten the safety 
and well-being of the United States; for example, through terrorism 
or even nuclear proliferation. I believe it important that our Govern- 
ment in such cases have, as I have stated before, some option between 
a diplomatic protest and sending the Marines. 

Air. Chairman, the CIA has been the target of a veritable torrent 
of sensational charges. This is not solely a recent phenomenon, 
although it certainly has enormously increased in these past few 
months. The Rockefeller Commission examined one of these areas, 
that is, vdiether the CIA was engaged in a “massive illegal domestic 
intelligence operation.” I would respectfully refer you to page 10 of 
that report for its overall conclusions. The Commission stated that: 

A detailed analysis of the facta has convinced the Commission that the great 
majority of the OlA’s domestic activities comply with its statutory authority. 
Nevertheless, over the 28 years of its history, the CIA has engaged in some ac- 
tivities that should be criticized and not permitted to happen again. 

The Commission said that some of these activities were initiated 
or ordered by Presidents, either directly or indirectly, some fell within 
doubtful areas, and some were plainty unlawful. The Commission noted 
that the Agency’s own recent actions have gone far to terminate the 
activities upon which its investigation was focused. 

I think this conclusion fairly states the true situation with respect 
to the Agency. It has indeed done some things over its history that it 
should not have done and that under current guidelines it will not . 
repeat. Mr. Chairman, in a community the size of CIA, I believe it 
highly likely that a number of wrong things would be done over 28 
years. When one adds the enormous challenges given to CIA, the 
climate of opinion of the country during past periods, and the secrecy 
within which CIA’s activities must be conducted, I believe that the 
instances of wrongful action were truly few and far between both in 
the domestic field and in the other areas of charges. That they were 
not more is due, I believe, to the fundamental integrity and loyalty to 
American principles of the employees of CIA over these years. These 
employees have worked with little or no applause and under a great 
number of sensational attacks; they have worked in danger, on in- 
tellectually difficult problems, and at the leading edge of technology. 
CIA personnel have invented new ways of obtaining intelligence. 
They have boldly and independently challenged interpretations of 
foreign events and weapon systems by other departments. They have 
conceived and executed many quiet, modest, and effective actions in 
support of U.S. policy throughout the globe. They are proud of their 
contribution to their country. They seek anonymity rather than public 
appreciation, but they deserve the country’s thanks rather than the 
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abuse they are receiving today. I believe your investigation, Mr. 
Chairman, will satisfy you that this is so and that CIA's positive 
accomplishments have been obtained with great efficiency from 
modest investments. I would be disingenuous to say that I welcome 
this process, but I do say that under our Constitution, we will work 
constructively with you to show both the good and the bad. 

CIA BUDGET POLICIES AND PROCEDURES 

The CIA has duties, responsibilities, and authorities that differ in a 
number of ways from other U.S. Government agencies, Mr. Chairman, 
and our financial procedures for dealing with the outside world are 
unusual. But however unconventional and secret our activities may 
be, we are very conventional in our internal budgetary practices and 
our financial controls. I think you will find that many of the details 
I am about to give you could as well describe any other Federal agency 
or department — although I am inclined to believe that we may be 
somewhat more conscientious about money matters than the average. 

Our CIA budget system closely parallels that of all parts of the Fed- 
eral Government. For anj f 1 fiscal year, planning, budgeting, approvals 
appropriations, and execution extend over a 3-year period. At any, 
particular moment, we are, therefore, dealing with the current year, 
the upcoming budget year, and the subsequent program year. Our 
programs are developed internally, examined by OMB, submitted 
to the President for his decisions, and then submitted to Congress, 
where they are reviewed — and often cut — by the designated sub- 
committees of the Appropriations Committees in both House and 
Senate. 

Program preparation 

The budget cycle in CIA begins in January with the issuance by the 
comptroller of the program call, calling for estimates of resources to 
be required during the fiscal year beginning 18 months hence and 
operating plans for the fiscal year beginning 6 months hence. When 
the new fiscal year goes into effect, these leadtimes will extend to 21 
and 9 months respectively. In January 1975, for example, a call was 
issued for program plans for fiscal year 1977 and operating plans — • 
based on tne previously prepared program plan — for fiscal year 1976. 

The program call goes from the Comptroller to the Deputy Directors. 
They distribute it to subordinate echelons with such supplementary 
guidance and instructions as they deem appropriate and establish 
schedules for the submission of data to allow time for their review and 
for compilation of an aggregate presentation to be submitted to the 
Comptroller. During February, March, and April program managers 
revise their previous estimates for the fiscal year about to begin and 
develop preliminary estimates for the fiscal year following, on the basis 
of discussions with other interested Agency components and com- 
munity elements. Entries into the computer data base are made during 
this time by components throughout the Agency. The computers 
produce printouts which array the data for the current year and the 
next 2 years for review. 1 have with me two Agency documents that 
will give you some insight into the processes involved. One is a train- 
ing manual, which deals with a fictitious office, that explains budget 
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preparation. The other describes the computerized financial resources 
system. 

Computer programs are submitted in May to the Deputy Directors, 
who review the requests of their subordinate units and conduct 
hearings with program managers to validate the estimates. This 
permits each Deputy Director to develop an aggregate program which 
ne can support and defend. After this review process has been com- 
pleted, the computer data base is revised to reflect the Deputy Direc- 
< , tor’s decisions. The aggregate program for the directorate is compiled 
and submitted to the Comptroller early in June for the program 
review. 

Program review 

The smallest unit in our computerized accounting system is the 
FAN — financial anatysis number — account. There currently are about 
2,100 FAN accounts, established to insure availability of planning 
and control data for management. For indepth analysis by upper- 
level management, howevbr, we look not at FAN accounts but at 
the next higher level of aggregation — resource packages, which cur- 
rently number about 275. 

The resource package is the central element of the internal CIA 
resource allocation system. Each resource package is a unit of activity 
to which resources are assigned for the achievement of a particular 

E urpose or set of integrally related purposes. A resource package may 
e an organizational element, an operational activity, a project, a 
function or a group of related functions. It is chosen so as to give us 
the most meaningful way of examining the package, its activities, and 
its resource requirements. 

For the program review, components provide a brief summary 
description of each resource package, followed by descriptions of 
major activities within the package, identification of major products 
and services, and major consumers. Each package submission also 
includes an evaluation of the accomplishment of each activity in the 
package through the previous year. Evaluations are required to relate 
accomplishments to objectives and, to the extent practical, to the 
resources assigned. Disappointments, failures, or shortfalls and 
corrective actions taken or to be taken are described, as well as notable 
successes achieved. Reasons for year-to-year differences are spelled 
out, and any resource implications for the future which will follow 
from program decisions are identified. 

The computerized accounting system arrays the financial data on 
all resource packages and summarizes it in three different ways: 
Organizationally. By office, division or staff and by the four 
directorates which are our major subelements. 

Functionally. By the nature of the activity — for example, clan- 
destine collection, overt collection, information processing, production 
of finished intelligence, and communications. 

And by “object classes” similar to those used throughout the 
Government to designate salaries, fringe benefits, travel, utilities, 
ftnd so forth. 

The Comptroller reviews the personnel positions and dollars 
requested for each resource package, considering the functions per- 
formed and projected in relation to past performance and to relative 
importance as a part of the broader directorate and Agency programs. 
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The Agency program is then compiled as a package-by-package 
summary that includes both the positions, and dollars requested by 
the components and the positions and dollars recommended for each 
package by the Comptroller. The Comptroller often recommends 
position and dollar levels lower than requested by the directorates. 
The composite program is in book form that this year runs to 201 
legal-sizea pages including both statistical data and textual treatment 
of the problems and issues for the 2 years under discussion. In mid- 
July, it is presented to the Management Committee which is made up 
of the deputy directors and the heads of independent offices reporting 
directly to me. 

The Management Committee reviews and discusses the issues with 
me, often debating the recommendations of the Comptroller. The 
deputy directors justify and defend their original requests or agree to 
adjust them in light of overall requirements. Within a day or two after 
this meeting, I meet with the Comptroller and his staff for a detailed 
review of the resources requested and recommended. Final decisions 
are reached during this review and become the directorate “marks” 
for the fiscal years under consideration, in the current case fiscal 
years 1976 and 1977. 

The Comptroller immediately prepares a financial guidance letter 
from me to each of the deputy directors. Those letters for this coming 
year, Mr. Chairman, are on my desk in draft right now. These letters 
establish the program levels for funds and positions within which the 
directorates must operate during the operating year and make plans 
for the budget year. Usually the appropriation for the operating year 
and OMB guidance for the program year will not have been received 
before these letters are issued and the instructions have to be qualified 
accordingly. The obligation rate for the operating year is controlled 
by the continuing resolution passed by the Congress until the appro- 
priation has been received, while the levels established in the financial 
guidance memorandums are used as the basis for preparation of the 
OMB budget. 

In addition to establishing position and fund levels, the financial 
guidance letters place restrictions upon the authority of the deputy 
directors to reprogram between approved programs; identify certain 
key programs representing major investments or activities in which 
I have a particular interest; require supplemental reporting on 
certain specifically described types of actions; and assign responsibility 
and due aates for the review ana study of organizational or substantive 
issues. They also contain a paragraph requiring that I be notified in 
advance of any planned endeavors that carry a significant risk of 
embarrassment to the Government in general or the agency in 
particular. The latter provision was first spelled out in this memo- 
randum, drafted by me when I was Executive Director, which also 
details a number of the other general conditions that govern program 
execution. It replaced an earlier system of levels of approval deter- 
mined by the amount involved, as m many cases a $5,000 expenditure 
could be more dangerous than a routine $5 million one. 

During August the components revise the computer data base and 
the supporting narrative as necessary to incorporate the newly made 
decisions into the development of budget estimates for the next 





year. These are submitted early in September to the Comptroller, 
who compiles the agency budget request for submission to OMB 
by October 1. The OMB examiner reviews the agency budget, select- 
ing issues for further examination. During late October and November 
he conducts detailed hearings on each selected issue with the operating 
officials of the responsible components. He can and does ask for ana 
receive detailed information on any aspects of our activity which 
interest him. He then makes his recommendations to his own chain 
of command, and the review and decision process proceeds through 
OMB to the President and thence to Congress in the course of the 
year. 

THE'OPERATING TEAR 

Wliile budgets and program plans for the future are being prepared 
and reviewed, we are of course also executing a budget already pre- 
sented to Congress. Each month, the computer system produces 
reports which show the status of obligations to date and provide 
projections to yearend based on that experience. These reports are 
teviewed by the Comptroller: after the first quarter of the fiscal year 
has passed and some trends have been established, the Comptroller 
and his staff meet monthly with the deputy directors and the Director 
of Finance. At these meetings, the overall status of obligations is 
compared with preplanned rates, reasons for unexpected deviations 
are examined, and potential shortages and surpluses in individual 
components are identified and discussed. 

Throughout the year, new requirements develop — because of a 
change in world conditions, a new technological development, or 
a change elsewhere in the U.S. Government such as the passage of 
new legislation affecting the rules under which Federal departments 
and agencies conduct their programs. Legislative requirements are 
clearly obligatory; last year, for example, the resource system had 
to adjust to a limit on travel expenditures that was imposed and 
subsequently lifted and to the new demands of the Freedom of 
Information Act. Some world events also present us with unanticipated 
financial requirements that are nondiscretionarv — for example, the 
turn of events in Southeast Asia last spring. Other new requirements 
are examined in terms of their consistency with the Agency’s charter, 
their desirability, their priority in competition with other demands, 
and their urgency. Those which emerge from the examination as the 
most worthy of immediate consideration on all counts are then 
looked at in the light of funds that can be made available within the 
limits of existing policy guidance from the White House and our 
congressional oversight committees. 

As I am sure you can appreciate, the CIA has somewhat more 
need for financial flexibility than the average Government agency. 
We are confronted from time to time with requirements or oppor- 
tunities of great urgency; if we are offered a document of tremendous 
intelligence value, we cannot tell the seller to return next year when 
we have had an opportunity to budget for it. And we cannot ask the 
Congress to vote a supplemental appropriation without attracting 
exactly the sort of unwelcome attention from abroad that we are 
anxious to avoid. We can sometimes cover relatively small require- 
ments by curtailing expenditures on other, lower priority activities. 
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But our budgets are tightly drawn and leave us relatively little room 
for maneuver. Thus arrangements have been in existence for many 
years with OMB and the Appropriations Committees of the Congress 
to permit us to obtain additional funds for purposes approved at the 
appropriate policy levels when we believe additional money is neces- 
sary and OMB concurs. These are, of course, funds appropriated in 
accordance with law, and our oversight committees are kept in- 
formed on a current basis of all transactions from them. 

After each monthly Comptroller’s meeting, the Comptroller ad- 
vises me of the current status of our financial accounts, his recom- 
mendations for funding urgent new needs, and the concurring or 
differing opinions of the four deputies. I make the final decision on 
any large sum of money, and that decision is conveyed to the Comp- 
troller and the deputies and reflected in the financial accounting 
system. 

Our need for financial flexibility is, of course, a reflection of our 
need for program flexibility. We cannot simply adhere to a rigid plan 
when the world around us is changing, but neither can we permit 
ourselves to simply react to events without frequently taking an 
overall look at ourselves. Each directorate therefore conducts pro- 
gram reviews during the year, in which each deputy sits down with 
his subordinates and discusses progress to that time and plans for the 
remainder of the year. The timing of these reviews varies — the 
Operations Directorate and the Intelligence Directorate have semi- 
annual reviews, the Science and Technology Directorate follows a 
quarterly schedule, and the Administration Directorate has its con- 
clave every 2 months. I am kept informed of all significant develop- 
ments and proposed changes in approved plans. 

CONTRACTING AND PROCUREMENT 

A substantial share of the Agency’s budget goes for procurement 
The normal procurement authorities pertaining to the Agency are 
the Federal Property and Administrative Services Act of 1949. In 
addition, the CIA Act of 1949 authorizes the expenditure of funds 
without regard to law and regulation for objects of a confidential, 
extraordinary or emergency nature, subject only to personal certifi- 
cation by me. As indicated in the headquarters regulation I have 
here, which we have declassified for this occasion, the accounting 
procedure within the Agency for our confidential funds are every bit 
as rigid as those for what we call vouchered funds. 

Chairman Pike. Mr. Colby, I just want to interrupt you to ask 
you if you would like that document which you have declassified to 
be placed in the record at this point. 

Mr. Colby. I would like these in, if I may. 

Chairman Pike. Without objection, the documents will be furnished 
for the record. 

[The documents follow :1 

May 16, 1969. 


Financial Administration 

I. GENERAL 

a. Applicability. This regulation applies to the financial administration of both 
vouchered and confidential funds, except where a subparagraph specifically limits 
applicability to one type of funds. 
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b. Authority. The Central Intelligence Agency Act of 1949, as amended, pro- 
vides in part as follows : 

(1) “Section 8(a) . Notwithstanding any other provisions of law, sums made 
available to the Agency by appropriation or otherwise may be expended for 
purposes necessary to carry out its functions. . . •” 

(2) “Section 8 (b) . The sums made available to the Agency may be expended 
without regard to the provisions of law and regulations relating to the 
expenditure of Government funds; and for objects of a confidential, ex- 
traordinary, or emergency nature, such expenditures to be accounted for 
solely on the certificate of the Director and every such certificate shall be 
deemed a sufficient voucher for the amount therein certified.” 

q. Policy. It is Agency policy to limit the exercise of the special authorities 
provided in the CIA Act to those activities which in the national interest require 
security protection. In line with this general policy the following principles are 
set forth for guidance of Agency personnel involved in the obligation, approval, 
and expenditure of Agency funds: 

, (1) Voucher ed funds (those which can be accounted for and audited in con- 

formance with the laws that apply to other Government agencies and with 
standard Government regulations and procedures) will be used if operations 
and operational security do not require the use of confidential funds. 

(2) Confidential funds (those which are accounted for outside the Agency 
solely by certification of the Director) will be used to support Agency activ- 
ities of a confidential, extraordinary, or emergency nature. Normal provisions 
of statutes for the obligation and expenditure of Government funds shall 
be followed by the Agency in its expenditure of confidential funds except 
when determined inappropriate in view of the security or the extraordinary 
or emergency nature of our activities. Expenditures shall be accounted for 
in a manner compatible with the maintenance of reasonable security for 
Agency operations and the protection of the sources of intelligence. 

(3) Confidential funds will not be used for the solution of administrative 
problems unless operational or security factors peculiar to the Agency re- 
quire the expenditures and preclude the use of vouchered funds. 

(4) Confidential funds shall not be used to give employees of the Agency a 
preferential position of prestige or financial benefit in comparison to other 
Government employees, and special operational expenditures shall not be 
allowed which would result in a direct or indirect personal gain or benefit 
to an Agency employee unless they are for an undertaking which is essential 
to the conduct of an approved activity and are of such a nature that the 

^expense would not have been incurred by the employee except in support of 
the official activity involved. 

d. Responsibilities 

(1) The Director. The Director of Central Intelligence is responsible for the 
proper expenditure of Agency funds. To fulfill this responsibility the Director: 

(a) Establishing regulations prescribing sound standards of use and ac- 
countability for the obligation and expenditure of funds. 

(b) Establishes an internal system of checks and balances, audit of ob- 
ligations and expenditures, and inspection of activity. 

(c) Delegates authority for particular actions to levels considered to pro- 
vide the degree of discretionary judgment commensurate with the magnitude 
or significance of the acts involved. 

(2) Agency Employees. Each employee of the Agency is held individually 
responsible* for: 

(a) The prudent use of public funds made available for activities under 
his control. ^ 

(b) Reporting any instances in which he has reason Ho believe that: 

(/) Agency funds are being obligated or expended contrary to the 
policies set forth in Agency regulations, or 

( 2 ) Existing regulations or fiscal procedures relating to expenditure 
of funds unreasonably endanger the security or impair the effectiveness 
of operations. 

Such reports may be submitted through supervisory channels to the 
responsible Deputy Director or Head of Independent Office or directly 
to the Inspector General, 

(3) Deputy Directors and Heads of Independent Offices. A Deputy Director 
or Head of Independent Office receiving such a report will promptly send a copy 
to the Inspector General and then either investigate the report and inform the 
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Inspector General of the results of the investigation or request the Inspector 
General to investigate the report. If investigation reveals any misuse of Govern- 
ment funds a copy of the investigation report will be sent to the General Counsel. 

e. Penalties for misuse of official funds: 

(1) Any individual who receives, pays, transfers, or otherwise disposes of 
official funds, or who approves any action involving their receipt, payment, 
or transfer contrary to Agency regulations may be required to restore the amount 
involved and may be subject to punishment by law. 

(2) Any individual who knowingly submits an accounting or voucher which 
contains a false statement of material fact shall be deemed to have submitted a 
fraudulent claim and the entire amount of the accounting or voucher shall be 
forfeited. 

(3) The penalty prescribed by law for presenting a false claim is a fine of not 
more than $10,000 or imprisonment for not more than five years, or both. (62 
Stat. 698; 18 U.S.C. 287) 


Memorandum for: Deputy Director for Intelligence; Deputy Director for Plans; 

Deputy Director for Science and Technology; Deputy Director for Support. 
Subject: Program Execution Procedure (PEP), 

The time has come for the adoption of procedures which are more flexible and 
less restrictive than those used in the past. The success of this new system, how- 
ever, depends on your sensitivity to the inevitable responsibilities I have with 
respect to the President, the Cabinet, and the Congress. Since these relationships 
are not readily specified in every case or in every eventuality, I would appreciate 
your consulting with me when your judgment or sixth sense indicates. I leave it to 
you. 

Richard Helms, Director . 

Attachment: Program Execution Procedure of September 25, 1972. 

September 25, 1972. 


Program Execution Procedure 

1. On or about the beginning of each fiscal year, the Director will approve an 
operating plan for each organization component (office or equivalent) . The plan 
will consist of one or more key factors (dollar thresholds) through which the 
operation of the component will be monitored. An appropriate framework for an 
operating plan for each office will be developed by the Office of Planning, Program- 
ming, and Budgeting in coordination with the Directorate planning officers, and 
will reflect the decisions made in the annual program review. 

2. Approval of a component operating plan supported by the allotment of 
funds will constitute authority to obligate funds in conformance with the approved 
plan, and no further Agency-level approval will be required except for notification 
to the DCI of imminent action on selected activities. This notice will consist of a 
paper which briefly describes the action to be taken, the date of proposed action, 
and indicates when and by whom the action was approved. In general, this notice 
will be required before obligation of funds for projects which are politically sensi- 
tive, major contractual agreements, purchase of real estate or construction and 
major procurement actions. Notification will be made as soon as all arrangements 
for action have been made, and not later than five working days before the action 

* is to take place, except that in case of emergencies, notice shall be provided as 

early as possible before the action, or as soon as possible after the action where 
circumstances preclude prior notice. 

3. Because of inadequate information, it may not be possible at the beginning 
of the fiscal year to reach a decision on every key factor of an operating plan. 
In such cases, plans will be approved with appropriate limitations, issues remain- 
ing will be resubmitted by the Directorates at a later time for DCI decision. 

4. Whenever, after approval of an operating plan, circumstances require a 
change in any of the key factors of that plan, a Deputy Director rnay reprogram 
within his total funds by requesting that O/PPB make the appropriate allotment 
or suballotment changes. Whenever a major change is required, or whenever the 
change cannot be accommodated within the Directorate total, the Deputy 
Director will seek the Director's approval by submitting an appropriate memo- 
randum to the Director through the Executive Director-Comptroller. There is no 
fixed format for this submission. It should bo a paper which clearly and succinctly 
describes the issue, feasible alternatives, resource requirements and action recom- 
mended to the Director. 
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5. The Executive Director-Comptroller will monitor all operating plans by 
post audit, by watching the application of resources as reported monthly in the 
accounting systems of the Agency and by making inquiries directly and through 
O/PPB and the Inspector General. He will keep the Director currently advised of 
program implementation and changes. 

6. Resources which are not being used will, in consultation with the appropriate 
Deputy Director, be earmarked for use by the Director for unfunded and quick 
reaction requirements. Should these amounts be inadequate for unanticipated 
priority requirements, the Executive Director-Comptroller will look to each 
Deputy to identify the lowest priority items which can be deferred or cancelled 

-4oL_make available resources required for unprogrammed requirements of the 
Agency. 

7. For this decentralized and simplified system to succeed, it is essential that 
every component make accurate and timely adjustments to the data base in the 
accounting systems of the Agency. 


SPECIAL INSTRUCTIONS FOR PROGRAM EXECUTION 

1. Once operating plans are established, each Deputy Director is authorized to 
reprogram his total funds as he sees fit, subject to two limitations. First, he must 
request O/PPB to make a formal reallotment for shifts of funds among components. 
These actions will be taken as a matter of course. Second, whenever the repro- 
gramming sought is significant enough to require DCI approval, the Deputy 
Director will be expected to seek such approval before he takes reprogramming 
action. The Executive Director will monitor all reallotment requests and will 
advise the Director on any matter he believes warrants such advice. 

2. Key factors are to be established for and tailored to the specific nature of 
each components operations. These are the specific points of the component's 
plan through which the operation of the component will be monitored. After an 
initial period of experience, it may be desirable to assign key factors on a 
Directorate-wide basis rather than a component basis. For the present, however, 
the dollar budgeted level of organizational component will be the key factor. 
Additional key factors may be added or eliminated from year to year or even 
within a year depending on the significance of programs. 

3. Each Deputy Director is required to forward to the DCI through the 
Executive Director notification of imminent action in the following circumstances: 

a. Politically sensitive projects . As used here, a politically sensitive project is 
any Agency endeavor which carries a significant risk of causing embarrassment to 
the United States Government in general or to the Agency in particular. In 
general, Directorates should discuss any such activities in the review of their 
annual programs. Whenever any endeavor appears to be politically sensitive, 
DCI approval should be sought even before the contemplated action is put under 
preparation. The forwarding of notice that the undertaking about to happen 
will provide a final safety device to assure full top-level coordination of these 
high-risk endeavors. 40 Committee approval of politically sensitive activities will 
fulfill the above-stated requirement to notify the DCI. 

b. Major contractual agreements . Directorates should identify and seek DCI 
approval of major contractual agreements as part of their annual program re- 
views. Once approved, notification of imminent action will be required to assure 
final coordination. It is intended that Agency program reviews will, to the extent 
possible, include a review of work to be undertaken on behalf of and funded by 
other agencies. Appropriate systems for monitoring the execution of these pro- 
grams will be established. 

c. Purchase of real estate or construction . No funds will be obligated for the pur- 
chase of real estate or for the construction of buildings or for the major repair or 
rehabilitation of buildings without DCI approval. DCI approval for such actions 
will normally be obtained as part of the program review process. Notification of 
action will assure final coordination. 

d. Procurement or lease of ADP equipment . Approval will be required for: the 
purchase or lease of any computer system with a purchase value of $50,000 or 
more; the upgrading of current systems where the cost of upgrading is $50,000 
in annual leases or $150,000 in purchases ; and for any annual ADP service contract 
costing $50,000 or more. Approval for such procurement actions will normally be 
obtained as part of the program review process. Otherwise, approval on a case-by- 
case basis will be required. Notification of imminent action will be required for the 
purchase or lease of any central processing unit; for upgrading of an existing sys- 
tem costing over $50,000 for annual leasing or $150,000 for purchase; and for any 
ADP service contract costing $50,000 or more per year. 
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Mr. Colby. Thank you. 

The distinction lies entirely in the fact that I am authorized by 
law not to provide the detailed certifying documents to authorities 
outside CIA for our .confidential expenditures. And you will note, if 
you read the regulation, that it imposes on every Agency employee 
a responsibility for bringing any instance which appears to involve 
possible misuse of funds to the attention of either his own chain of 
command or the Inspector General. 

A number of management controls have been established within 
the Agency to insure that our contracting is carried out according to 
the intent of Congress. Briefly these are: 

— Publication of procurement regulations and handbooks to be 
followed by our contracting ana technical personnel in effecting 
procurements. 

— The establishment of technical requirements and review boards 
both at the office and directorate levels to review proposed pro- 
curements. 

— -Establishment of an agency contract review board to examine 
the total procurement process prior to the contract award of 
all major procurements. 

— Examination and audit of industrial contractors’ proposals and 
cost records to insure reasonable prices and protection of Agency 
funds. 

— Management audit and review of the entire Agency procurement 
process by the Inspector General’s audit staff. 

Responsibility for production and services procurements, Federal 
supply schedule items and purchase orders is centralized in the Pro- 
curement Division in the Office of Logistics. For research and develop- 
ment procurements, the Director of Logistics has established a de- 
centralized procurement system consisting of contracting teams serv- 
ing each directorate. A procurement management staff functions as 
the overall point of coordination for the creation and maintenance 
of uniform policies and procedures; the chief of this staff serves as 
the Agency representative on various governmental committees 
concerned with procurement such as the Commission on Government 
Procurement and the Executive Subcommittee of the Committee 
on Government Patent Policy. 

The Agency is authorized to undertake procurements bv formal 
advertising or by negotiation. Negotiation has normally been the 
most practicable method, given the nature of our business. We there- 
fore place great emphasis on source selection procedures, emphasizing 
competition as much as practicable. Our list of qualified sources 
currently includes more than 2,200 contractors beyond those dealing 
in GSA Federal supply schedule items. In the last couple of years, 
over half our funded procurement actions and about 30 percent of 
the total dollars obligated were on a competitive basis. Our contracts 
conform to all the legal requirements of the Armed Services procure- 
ment regulations. Contractor audits, carried out by the Commercial 
Systems Audit Division of the Agency, apply the standards of the 
Defense Contract Audit Agency, with which we maintain direct 
liaison. If you want additional detail on our contracting procedures, 
you will find it in this paper, which was prepared a year ago in response 
to a question from a Member of Congress. 
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This might be worthwhile putting in the record also, Mr. Chairman. 

Chairman Pike. Without objection, it will be included in the 
record at this point. 

[The information referred to appears on pages 552 to 556 of the 
appendix.] 

Mr. Colby. I also have the specific guidelines for procurement of 
automatic data processing equipment, supplies, and services used by 
the Office of Logistics here if you would like to take a look at them. 
And, as further examples of our conformity to regular Government 
practice wherever possible, I also brought along copies of a couple of 
Agency statements from the Federal Register on our procedures for 
implementation of the National Environmental Policy Act and some 
of our headquarters regulations dealing with personnel matters. We 
are equally careful to conform to all Government rules and regula- 
tions when we carry out procurement actions on behalf of other 
Government agencies under the provisions of the Economy Act. 


PROPRIETARIES 

There is yet another area of our financial activities that has attracted 
some recent public attention and has been the subject of considerable 
misinterpretation. I refer to apparently commercial entities that are 
in reality controlled by the Agency — entities we call proprietaries. 
Such companies provide cover and support for clandestine activities 
and enable us to carry out administrative tasks discreetly. 

Operating proprietaries are formed, operated, and eventually liqui- 
dated according to specific regulations and under close control by 
high Agency officials. All projects must be approved by the appro- 
priate Deputy Director, and projects of special import also come to 
me for a further OK. For eacn project an administrative plan is re- 
quired, which must have the concurrence of several of our highest 
Agency officials, including the General Counsel and the Director of 
Finance. These projects are subject to annual review and evaluation 
as part of our regular budgetary process. All expenditures and reim- 
bursements must be approved by the senior operating and finance 
officers, and regular audits are performed by our audit groups. 

” A very few of our former proprietaries, such as Radio Free Europe 
and Air America, have been fairly large entities. However, the vast 
majority have been and are small, usually having fewer than 10 em- 
ployees. They are, of course, different from conventional business 
activity, in that their very purpose is concealment of Agency people 
or activities. They engage in activities of limited economic significance, 
purposely providing Tittle or no competition with private enterprise. 
They must nevertheless appear to conform to normal business prac- 
tice and to have the normal business accounts, contracts, et cetera. 
When they own property or assets, appropriate secret trust agreements 
provide that the ultimate legal ownership remains with CIA. Pro- 
prietaries comply with all applicable Federal and State financial laws 
and regulations, including payment of proper taxes and fees and 
conformance with licensing and other legal commercial requirements. 

Proprietaries use revenues to offset operating costs, but most have 
been unprofitable, requiring continued support through our regular 
budgetary process. Only two proprietaries ever made significant 
profits. One was Air America, now' being disposed of, which provided 
cover and otherwise supported our efforts in Southeast Asia. Its net 
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assets are being turned in to the Treasury. The other, remaining, is a 
financial enterprise which enables the Agency to administer certain 
sensitive trusts, annuities, escrows, and insurance arrangements with- 
out attribution to the Agency. The existence of this activity was 
revealed in the Rockefeller Commission Report, Mr. Chairman. It 
enables us to insure with a controlled company some of our activities 
we could not expose to regular insurance companies. It enables us to 
pay annuities to individuals whose links with the U.S. Government 
***•»*.. must remain secret. In both of these cases, in the past, profits were 
retained for use by the proprietary companies. By 1973, accumulated 
profits amounted to a considerable sum, so what was excess to likely 
requirements was reported to the Appropriations and Armed Services 
Committees and used to reduce the amount appropriated. Our General 
Counsel has ruled since then that this did not constitute the full 
-appropriations process, however, so this procedure has been abandoned 
and subsequent profits have been and will be delivered to the Treasury. 

I foresee a continuing need to use the proprietary mechanism to 
further accomplishment of Agency operations. In the past 9 years, 
however, we have reduced the number of proprietaries by about 60 
percent, and they will be limited to those situations where they are 
the only, or clearly the best, approach. 

FINANCIAL PROCEDURES AND CONTROLS 

To complete the picture of our internal mechanisms for handling 
financial transactions, I must touch briefly on the activities of the 
Office of Finance, the Audit Staff, and the General Counsel. It is the 
Director of Finance rather than the Comptroller who is responsible 
for most aspects of financial administration. We do not handle money 
loosely. We may procure the particular kind of currency we need in 
somewhat unorthodox ways and we may deliver it in the "little black 
bag" so popular among fiction writers, but expenditures for even the 
most sensitive operations are backed up by an array of receipts, 
voucners, certificates, et cetera. A key element of the Agency system 
for financial administration is the requirement that proper authority 
must exist for every transaction. Each transaction is subject to review 
and approval by an "approving officer”; in addition, all claims and 
vouchers for payment and all accounting for advances must be certified 
as correct, in accordance with Agency regulations and in conformance 
with applicable Federal and State laws, by an authorized finance 
certifying officer independently appointed by the Director of Finance. 
Finance is responsible for the accounting system which reflects the 
status, use, and accountability for all funds, property, and other 
assets entrusted to the Agency. This system is consistent with the 
principles and standards prescribed by the Comptroller General. 
Finance also handles all payrolling and disbursing functions, purchases 
foreign currencies, and audits contracts with commercial firms. 

Financial and selected program reviews of Agency components and 
activities are conducted by the Audit Staff, which is organizationally 
part of the Office of the Inspector General but reports directly to 
me rather than to the IG. Made up largely of people hired from outside 
the Agency, one-third of whom are Certified Public Accountants, the 
Audit Staff conducts annual reviews of all major activities at CIA 
headquarters and in the field. Smaller activities are audited on 2- or 
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3-year cycle. The audits are conducted in conformance with policy 
guidelines set forth in Federal Management Circular 72-3, Qenenu 
Accounting Office Standards for Audit of Governmental Organiza- 
tions. Programs, Activities, and Functions, and standards issued by 
the American Institute of Certified Public Accountants. The audits 
determine whether financial operations are properly conducted and 
in compliance with applicable laws and regulations, whether opera- 
tions are being conducted efficiently and economically, and whether 
desired objectives are being achieved. 

The Office of the General Counsel also plays an important role in 
the financial processes of the Agency. Proposed expenditures are 
submitted to that office by finance certifying officers and others for 
legal rulings, which are written at the rate of hundreds each year. 
In this respect the General Counsel serves the same role for agency 
certifying officers as does the Comptroller General for certifying 
officers in other agencies. 

As I hope all or the foregoing makes clear, we are careful with the 
taxpayer’s money. Our budgeting system works well. Our internal 
control systems are strong and getting stronger. In accordance with 
recommendations of the Rockefeller Commission, I am currently 
in the process of expanding the staffs of both the Inspector General 
and the General Counsel. And I can assure you that the fact that 
we do have certain exemptions from normal Government procedural 
requirements makes me acutely aware of my unusual responsibilities 
and especially careful to keep the Agency’s financial house in order. 

Mr. Chairman, there are just two or three additional remarks I 
would like to make which extend from Monday’s discussion. I would 
like to correct one misstatement I made there with respect to the 
Puttapom case, the Thai, who was arrested out in Chicago. I mis- 
remembered a briefing paper and said that the Agency brought 
the case to the attention of the Customs, Service. That is not so. The 
Customs Service discovered the existence of that smuggling. They 
came to us out in Thailand, and we then went to the Customs Service 
thereafter with the details of our relationship with them. 

Secondly, Mr. Chairman, I would like to assure Mr. Lehman that 
we did not have as a cover operation any of the used car operations in 
Miami. Some of the Cubans we may have dealt with may have gone 
into that business, but this was not a CIA proprietary. 

Thirdly, I was asked 

. Chairman Pike. Mr. Cclby, it seems to me appropriate at this 
time to say that Mr. Lehman has got so much free publicity for his 
automobile agency down there in that area, I think we can stop 
talking about it. Both Mr. Lehman and the government witnesses. I 
honestly think you have milked this about as hard as you can milk it, 
Congressman Lehman. 

Mr. Colby. The third item, Mr. Chairman, is I was asked whether 
we had ever refused to deliver to the President an Inspector General 
report on the Bay of Pigs operation. We did deliver that to a President. 

Chairman Pike. That is not quite responsive. 

Did you deliver it to the President when he first asked for it? 

- Mr. Colby. We delivered it to President Nixon when he first asked 
for it, yes. I am not sure whether any other President ever asked for 
it. I just can’t respond to that offhand. 
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Lastly, Mr. Chairman, I brought along a stamp and a stamp paa 
for you. The stamp pad is to be used to stamp that letter that 1 sent 
you. The stamp says that “This documents may be downgraded to 

when the enclosure is detached.” We did not attach 

that stamp to the letter I sent you, and I would respectfully deliver 
this stamp to you with the suggestion that you might want to stamp 
the letter and put in the word “downgraded to unclassified,” and I 
would be glad to go along with that. 

Chairman Pike. I thank you very much, Mr. Secretary. I can only 
say that 1 have reposing in my desk in my office at the present time a 
different. stamp with a different stamp pad. It is the same color ink, 
and I think what 1 will do is return your letter to you with my stamp 
imposed on it rather than your stamp imposed on it. 

Mr. Colby. I believe 1 have informally heard of that stamp, Mr. 
Chairman, 

Chairman Pike. Mr. Colby, I want to say first of all that I think 
that as far as your briefing on your budgetary procedures is concerned, 
you have been remarkably candid. You have gone absolutely as far 
as I would expect or want you to go in an open session. We are getting 
the information we need about the budget. We may come to con- 
clusions as to what should be done with that information. I am going 
to ask you just one question, and then I am going to yield to another 
member. 

On page 14, you state that your financial guidance letters contain 
a paragraph requiring that you “be notified in advance of any planned 
endeavors that carry a significant risk of embarrassment to the Govern- 
ment in general or the agency in particular.” 

Is there any procedure within your agency which requires that 
Congress be notified in advance of any activities or planned endeavors 
that may carry a significant risk of embarrassment to the Government? 

Mr. Colby. No; there is no formal procedure. From time to time, 
we do raise with the Congress certain 

Chairman Pike. In advance? 

Mr. Colby [continuing!. From time to time, certain issues, yes, 
but that is a judgmental decision made by the Director. 

Chairman Pike. I yield the balance of my time to Mr. Aspin. 

Mr. Aspin. Thank you, Mr. Chairman. 

Mr. Colby, I would like to ask a question about the activities of the 
National Security Agency. Does the National Security Agency 
monitor telephone calls between American citizens and foreigners 
abroad? 

Mr. Colby. The Agency does monitor foreign communications. 

Mr. Aspin. How do you define foreign communications? 

Mr. Colby. I think it is communications that go abroad or are 
abroad. The object is 

Mr. Aspin. Does it involve a U.S. citizen at one end? 

Mr. Colby. On some occasions, that cannot be separated from the 
traffic that is being monitored, I believe. It is technologically im- 
possible to separate them. 

Mr. Aspin. Mr. Colby, under the procedures of the law as it now 
provides as to wiretapping, why is that not illegal? 

Mr. Colby. Because it is covered in the directives given to the 
Agency to collect foreign communications abroad. 



Mr. Aspin. But the Supreme Court has decided in 1967 that 
wiretaps are prohibited by the fourth amendment, which means that 
you have to particularize the information that you get. You have to 
limit it. You have to limit it to time, the people involved. 

The Supreme Court has also said that, except for foreign agents, 
you need to have a warrant to conduct a wiretap. 

The Safe Streets Act in 1968 says you need a warrant for all wire- 
taps, and that clearly covers all calls made into the United States 
and going out. Where are the warrants that the National Security 
Agency has when it conducts these kinds of wiretaps? 

Mr. Colby. I really think we would do better to discuss this in 
detail in executive session. This is not a matter of my direct responsi- 
bility as the head of CIA. It is a matter which can be better discussed, 
I think, in the company of the people in the Defense Department with 
the authority for the NSA. 

Mr. Aspin. Is there anything else that you could say in open session 
before we do, because I really' do want to pursue this m closed session. 

Mr. Colby. Surely. 

Mr. Aspin. This seems to be a veiy clear violation of the Constitu- 
tion, the first and fourth amendments of the Constitution, and it 
seems to me that it is clearly illegal with a number of statutes. It was 
illegal to intercept mail, to open mail between people in the United 
States going abroad. That was done but was discovered to be illegal 
and was terminated; at least it has been said it has been terminated. 

It seems to me very clear that there is still illegality going on here, 
and I think this is the case. 

Mr. Colby. I think that provision of the Safe Streets Act of 1968 
does have an item at the end which declares an exemption, declares 
that it shall not militate against the President's right to collect foreign 
intelligence. 

Chairman Pike. The time of the gentleman, I regret to say, has 
expired. 

Mr. McClory. 

Mr. McClory. Thank you, Mr. Chairman. I would like to ask 
some questions, Mr. Colby. You can tell me whether or not you think 
they are appropriate for public dissemination, but could you tell us 
how many employees are there of the CIA? 

Mr. Colby. That falls, Mr. McClory, specifically within the pro- 
visions of the CIA Act of 1949 that says that I am authorized not to 
reveal that. I have taken the position that both the budget and the 
numbers of personnel should not be revealed publicly. 

Mr. McClory. I see. 

Mr. Colby. I would be, of course, glad to go into that in detail in 
closed session. 

Mr. McClory. Would it be appropriate to discuss the percentage 
of personnel that are here? 

I know we have a big facility at Langley, and I know there must be 
many employees there. Then we have employees around the world. 

Mr. Colby. I believe I testified, Mr. McClory, last spring that 
something like 10 percent of our people work in the United States 
outside the headquarters complex. In other words, U.S. domestic 
activities outside the headquarters complex, the various jobs we do of 
collecting intelligence here, working with some of the contracting firms, 
and things of that nature. 



Mr. McClory. You have described pretty much how we keep track 
of funds and your auditing of funds insofar as the CIA operation is 
concerned. How do you handle this out in the field, though? 

Don’t some of those agents or some of the personnel have sort of 
independent use of funds? Could you tell us anything about that? 

Mr. Colby. No, Mr. McClory. If I were a chief of station some- 
place, I would get a certain allocation of funds to be devoted to the 
work on certain specific projects or resources package, these Fan ac- 
counts, these various accounts. I would be told what my authoriza- 
tion was. I would be required to have an officer request the funds, 
then a second signature for the approval of the disbursement of the 
funds, and that voucher would have to be reviewed by a finance 
certifying officer. 

In some places, we have the finance officer in the station. In some 
places, he is in a regional area and visits from time to time. 

Mr. McClory. Then you get a full accounting here. 

Mr. Colby. And as much as possible, we either get a receipt from 
the individual to whom it was given, or we require that our officer 
write a certificate and sign a certificate that he did not get a receipt 
for a very good operational reason, and that can be the recipient’s 
concern about having his name written down. 

We have also made arrangements with certain of our agents to 
sign receipts in another name, just so that we can have a clear indica- 
•tion as to what sums were actually provided. 

Mr. McClory. How about this? You must use an awful lot of 
cash, don’t you, especially in a covert operation? 

Mr. Colby. Yes. 

Mr. McClory. You use a lot of real currency? 

Mr. Colby. Oh, yes, all sorts of currencies, all kinds and denomina- 
tions, and we have to go to quite a lot of trouble, Mr. McClory, to 
get that in some of the major money markets, because we really don’t 
want to go down to the national bank of some hostile country and draw 
out an amount of fresh bills and give them to our agents and have 
them traceable that way. 

Mr. McClory. Are there special measures then that are applied 
in order to get an accounting every time of appropriate utilization 
of the cash? 

Mr. Colby. Very specific accountings are followed. For example, 
very specific accounts came out of Saigon in the last day or so before 
the fall of Saigon. We brought out the dollars. We destroyed some of 
the local money and had certificates of witnesses and all tne rest of it. 
We left behind the coins becauso they were too heavy. 

Mr. McClory. While you say you make an appropriate accounting, 
reporting to the Congress, or appropriate Members of the Congress 
of activities of the CIA abroad, you don’t consult or confer with them 
in advance of covert operations, do you? 

Mr. Colby. Normally not, Mr. McClory. Normally we describe 
in general what our program is once a year, or whenever a question 
comes up. 

Mr. McClory. You regard that as not being required by statute? 

Mr. Colby. I do not believe it’s required by law, by the arrange- 
ments. 

Mr. McClory. But timely reporting afterward? 
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Mr. Colby. Timely reporting is required, and on occasion on some 
particularly delicate matter we might go up and let the Congress 
know about it while it is in the research stage even, or while its in 
the development stage, that we plan to conduct a certain operation 
a year or two from now, but we need to spend the funds now to pre- 
pare for it. 

Mr. McClory. Thank you, Mr. Chairman. 

Chairman Pike. Mr. Giaimo. 

Mr. Giaimo. Mr. Colby, has the CIA ever printed money or securi- 
ties of any kind? 

Mr. Colby. Of any kind? Yes. 

Mr. Giaimo. How about American money? 

Mr. Colby. Not American money. 

Mr. Giaimo. Securities? 

Mr. Colby. No. 

Mr. Giaimo. Did I understand, in response to Mr. Aspin ’s question, 
you to say that there have been intercepted communications of foreign 
and American conversations or communications by govermental 
agencies? 

Mr. Colby. Really on this one, Mr. Giaimo, I would really like 
to defer this discussion to executive session. 

Mr. Giaimo. But you did respond to his question? 

Mr. Colby. I said that the NSA collects foreign communications. 

Mr. Giaimo. Is this the first time that this statement of fact of 
NSA has been stated or admitted by a representative of the executive 
branch? 

Mr. Colby. No; I believe that it is well known that the NSA 
collects foreign communications, that that is its mission. 

Mr. Giaimo. What do we mean by foreign communications? 

Mr. Colby. That is what I would like to get into executive session 
to discuss. 

Mr. Aspin. Will the gentleman yield? . 

Mr. Giaimo. Yes; I yield. 

Mr. Aspin. I think it’s true that that statement about foreign 
communications has been made public before but I think that what 
is new is that Mr. Colby for the first time today said foreign com- 
munications can involve communications between American citizens 
in this country and 

Mr. Colby. I wouldn’t say in this country. I said that various 
kinds of activity we do abroad, I mean even CIA does abroad, can 
incidentally pick up 

Mr. Aspin. Let’s get to the problem about intercepting wiretaps, 
wiretaps on American citizens here and abroad, but particularly 
I am talk ng about phone calls now from here within this country 
abroad. 

Mr. Colby. That is what I would rather not talk about in the open 
session. 

Mr. Aspin. He has already said it is true. 

Mr. Colby. No; I think I referred to the fact that we collected 
foreign — that NSA collects foreign communications, and I think 
that I would like to go into executive session for any further descrip- 
tion of what that is all about. 

Mr. Giaimo. I know you would, Mr. Colby, but you did indicate 
in response, and I am just trying to get a little clarification. 


Mr. Colby. No; what 1 was saying, Mr. Giaimo, I believe 

Mr. Giaimo. Obviously we know that in other countries you 
undoubtedly perform all kinds of intercepts. 

Mr. Colby. Incidentally we pick up material about Americans 
abroad; yes. 

Mr. Giaimo. That is the point I am trying to get at. Did you say 
that incidentally you are also intercepting American citizens? 

Mr. Colby. I aid not want to say that we never, never covered any 
American citizens abroad. If I have made a mistake in what I have 
said, that is what I was trying to say in public, that we were not — 
that we incidentally cover Americans in our foreign intelligence 
activities. 

Mr. Giaimo. You incidentally, cover Americans where? 

Mr. Colby. I say we do incidentally cover Americans. I would 
like to get into a further description of this in executive session. 

Mr. Giaimo. You don’t want to answer as to where you cover 
these Americans? 

Mr. Colby. No; I don’t. 

Mr. Giaimo. I just wanted to get that clear. 

Mr. Colby. Right. 

Mr. Giaimo. You understand that if so 

Mr. Colby. I understand. 

Mr. Giaimo. That leads to many other questions which I now rec- 
ognize will have to be answered in executive session. 

Mr. Colby. I do point out that this is the work of the NSA, of 
course. 

Mr. Giaimo. I understand. 

Mr. Cclby. One of those things that I am responsible for coor- 
dinating, but I do not control. 

Mr. Giaimo. This is an agency which comes under your juris- 
diction as DCI, not as head of CIA? 

Mr. Colby. Exactly, Mr. Giaimo. 

Mr. Giaimo. I am sure my time must have expired. 

Chairman Pike. Mr. Stanton. 

Mr. Stanton. Mr. Colby, the other day, in regard to Chile, you 
indicated that your Agency was not involved in the destabilization 
of the Allende government; is that correct? 

Mr. Colby. I said that that word is not an accurate representation 
of what our program or policies were in the period from 1971 on. 

Mr. Stanton. Did you supply any money to any political groups 
in Chile, or did you aid and assist in supplying money from corpora- 
tions in the United States to any political groups in Chile? 

Mr. Colby. From corporations. 

Mr. Stanton. During the period you mentioned? 

Mr. Colby. From corporarions? 

Mr. Stanton. Yes. 

Mr. Colby. I believe it has been publicly testified that we had 
various conversations with various corporate people, but we did not 
handle their monev. 

Mr. Stanton. Did you supply any money? 

Mr. Colby. To the corporations or to — — 

Mr. Stanton. To anj r political groups in Chile. 
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Mr. Colby. Yes, I have said that on a number of occasions, that 
we had a program of helping various people in Chile to sustain them- 
selves, hoping that they would go on until the elections of 1976. 

Mr. Stanton. Who represented a certain political philosophy? - 

Mr. Colby. Yes, the moderate political force. 

Mr. Stanton. Who made the political judgment that the U.S. 
Government should be involved in supplying money to a political 
group, who in the chain of command? Did you make that judgment? 

Mr. Colby. Those particular kinds of programs, Mr. Stanton, can 
originate anywhere. 

Mr. Stanton. Did your organization recommend it to anybody 
above you? 

Mr. Colby. Yes, certainly. 

Mr. Stanton. Who did you recommend it to? 

Mr. Colby. As I say, they can originate either in our organization 
or in an embassy or at the national level. We normally write up a 
proposal, and we did in that case write up proposals, and these were 
then sent to the 40 Committee for review and consideration. 

Mr. Stanton. Did the 40 Committee approve it? 

Mr. Colby. Yes. 

Mr. Stanton. Was any further approval other than the 40 Com- 
mittee needed to execute it? 

Mr. Colby. Under the directive, it merely says that if the 40 
Committee approves that’s enough under my direction. 

Mr. Stanton. Was that the case in this instance? 

Mr. Colby. Under the directive to me. 

Mr. Stanton. Was the Secretary, Dr. Kissinger, involved in any 
approval in terms of a political decision of this matter? 

Mr. Colby. Dr. Kissinger is the chairman of the 40 Committee. 

Mr. Stanton. Okay, but was he directly involved in his position 
in the Cabinet in terms of making judgments as to whether or not we 
should be supplying money to a political ^roup in Chile? 

Mr. Colby. There are certain activities that we recommended 
which were reviewed by the 40 Committee and approved by the 40 
Committee. 

Mr. Stanton. Of which Dr. Kissinger approved. 

Mr. Colby. As the Chairman. 

Mr. Stanton. Could you explain the nature and extent 
of the CIA direction or involvement in support or of preknowledge 
of the assassination of General Rene Schneider on October 22, 1970? 

Mr. Colby. That gets into a category of activity, Mr. Stanton, 
that I have urged be handled in executive session. It gets very 
complicated. 

Chairman Pike. Mr. Stanton, I am goin^ to side with Mr. Colby 
in that, for two reasons: One, yes, I think it should be heard in ex- 
ecutive session, but another reason, it is the bulk of what Senator 
Church is considering over on the Senate side. And I think that is 
one of the things that we really have to do in order to perform a 
useful function is not duplicate exactly what he is doing and I think 
that we would be duplicating what he is doing if we went in that 
direction. 

Mr. Stanton. Mr. Chairman, with due respect to what you stated, 

I agree. We were going through a fiscal examination and it is a little 
hard to change the pattern, because I started to discuss with Mr. Colby 
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the supplying of financial dollars, which happened in my judgment 
to be related to the question that I asked that he respond to in 
executive session. 

I have no desire to pursue it any further other than to say that 
sometimes the dollars that are involved here happen to relate to 
activities that are Jbeing covered by the Church committee or other 
committees and it is impossible to separate them or cleave them. 

Chairman Pike. It is very difficult. 

Mr. Stanton. And obviously I will abide by your request. But I 
think it is extremely important that we pursue the question of the 
dollars and you cannot get away from this other question, if you do 
that. I yield back the balance of my time. 

Chairman Pike. Mr. Kasten. v 

Mr. Kasten. I do not have any questions, Mr. Chairman, at this 
time. Could I reserve the 5 minutes for later possibly? 

Chairman Pike. You may reserve your time. 

Mr. Dellums. 

Mr. Dellums. Thank you, Mr. Chairman, First, Mr. Colby, I 
have a number of requests for information. 

Could you tell the committee the substance of all briefings pro- 
vided Members of Congress on CIA improprieties and could you 
send us a record listing all members briefed by the CIA over the 
past 10 years, the substance of those briefings and a copy of any 
written materials for those briefings? 

Mr. Colby. Mr. Dellums, I respectfully suggest that you might 
want to consult with the committees themselves on those questions. 

Mr. Dellums. I would assume that under ourmandate voted by 
the vote of Congress creating this committee that any materials 
would be made available. I am trying to get from you a list of all 
persons, all improprieties and all material related to those briefings 
on improprieties that you have discovered. 

Mr. Colby. I’m sorry, Mr. Dellums, I thought you said proprietaries. 

Mr. Dellums. No, improprieties, questionable acts. 

Mr. Colby. Yes. 

Mr. Dellums. Unlawful arguments, violations of law, what have 
you. • 

Mr. Colby. Certainly the material that we have available is 
available in executive session to this committee about any impropri- 
eties in CIA’s activities and we have a record. 

Mr. Dellums. Would you provide a record of any material for us? 

Mr. Colby. We do have records of the degree to which those were 
reported to the Congress. 

Mr. Dellums. Thank you. Now one set of some statistical ma- 
terial goes to the Inspector General’s office. Could you provide the 
committee for the record statistics showing, one, the number of cases 
on hand in the IG’s office at the beginning of each year since 1970, 
two, the number of cases opened and closed for each year, and three, 
the number of cases which disclosed apparent criminal activity on the 
part of CIA personnel and a description of each. 

Mr. Colby. I certainly can. 

Mr. Dellums. Thank you. 

Now, could you please provide statistics 
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Mr. Colby. With one reservation, Mr. Dellums. If certain of 
those are under Department of Justice investigation, I would respect- 
fully say that that should be left to them to come to a determination. 

Mr. Dellums. Would you make such a notation for us? . 

Mr. Colby. All right. 

Mr. Dellums. Could you please provide statistics on the number 
of cases and action taken by tne CIA where the offense was embezzle- 
ment, fraud, narcotics violations, breach of security regulations and 
other offenses? 

Mr. Colby. Numbers of total cases of that nature. 

Mr. Dellums. Would you please provide statistics on the number 
of cases 

Mr. Colby. I believe we reported. 

Mr. Dellums. On actions taken, and action taken by the CIA. 

Mr. Colby. Yes: I can provide that, Mr. Dellums. 

Mr. Dellums. Could* you please tell us the number of cases of 
criminal behavior that the IG’s Office has uncovered on their own 
without a tip from informants? What I am trying to get at here is the 
effectiveness of your IG’s Office in the control of improper accounts 
on the part of your personnel. 

Mr. Colby. Well, of course, many of the things that the IG’s 
Office does look into stem from an approach by an employee, pursuant 
to a directive that we circulate to the employees every year, winch 
calls upon each one of them to inform the IG’s Office or me personally 
of any questionable act that they know about CIA. 

Chairman Pike. Would the gentleman yield? 

Mr. Dellums. Just one second. I would like to clarify this first. 
You have indicated that you have routine procedures for account- 
ability and control. I would like to have all cases where those routine 
procedures have in fact brought about some results as opposed to 
some informants’ tips. I would like to know whether you guys are 
effective. You indicated you police yourselves. Let’s find out. 

Mr. Colby. Fair enough. 

Chairman Pike. The only thing I wanted to ask is: Is this directive 
that you referred to a classified document? 

Mr. Colby. No; I do not believe it is. . 

Chairman Pike. Without objection, I would like to have it placed 
in the record at this time. 

Mr. Colby. Yes. 

[The directive, “Memorandum for All CIA Emploj'ees,” dated May 
9, 1973, and the accompanying statement of the then DCI James 
Schlesinger to the Senate Appropriations Subcommittee on Intelligence 
Operations — received in response to Mr. Pike’s request — are printed 
on pages 557 to 565 of the appendix.] 

Mr. Dellums. Thank you. 

One other question in this regard, and I would like to move to the 
proprietaries. Why did you cut back the IG staff from 14 to 5? 

Mr. Colby. I was in great part responsible for that cutback, Mr. 
Dellums. I did it because I was quite familiar with the work of the 
IG staff at that time and I knew that a great amount of its work was 
devoted to a periodic review of the structure and organization and 
workings of the various elements of the agency. I read a number of 
those reviews, I really did not find them very useful for any good 
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purposes. They did not seem to reveal much other than a rather mmor 
difference about whether three clerks or four clerks or whatever 
should be done. We were under pressure to reduce our total strength 
at that time, and I thought that that kind of activity was not 
necessary. 

I thought that the number of inspectors general that would be 
necessary to do the policing work and to do periodic looks into sensi- 
tive areas of the Agency would be adequately nandled by five. Actually, 
what has happened since that time, I confess, is that this inundation 
of both Watergate and other charges about the CIA has preoccupied 
a great deal of the IG’s time and I have since increased his staff to 
enable him to both respond to the current charges and help us in 
keeping up with them and second, to resume the concept of periodic 
looks at sensitive areas of the Agency operations, but not to go into 
a detailed management audit of exactly how many personnel here 
and personnel there. 

Chairman Pike. The time of the gentleman has expired. 

Mr. Dellums. Thank you. 

Chairman Pike. Mr. Murphy. 

Mr. Murphy. Thank you, Mr. Chairman. 

Mr. Colby, first of all, I want to thank you for clearing up that 
matter regarding that opium case in Chicago with the Thai native. 
Mr. Colby, the FBI says it stopped committing burglaries to gain 
foreign intelligence information in 1966. The New York Times 
reports an incident where a scoutmaster on behalf of six Explorer 
scouts wrote to the Embassy of Russia here in the United States, 
in Washington, requesting information regarding the fact he would 
like to bring some scouts from Moscow, Idaho, to Russia on a visit. 
This letter appears in the FBI files. Now the FBI says it stopped 
mail covering activity in 1966. I am wondering how the FBI got this 
letter? 

Mr. Colby. I don't know, Mr. Murphy. I don’t know anything 
about that case. As I have reported about the mail intercept pro- 
gram, we did run, it only covered the mail that went to and from the 
Soviet Union in this category. 

There were certain other operations. 

Mr. Murphy. It is obvious 

Mr. Colby. In theory this could not have been a part of that one, 
so I really just do not know where this came from. 

Mr. Murphy. It is obvious, though, from the interception of this 
letter and the fact that it appears in the FBI files that either the FBI 
or some other agency is still opening domestic mail here. 

Mr. Colby. Well, I am sure that CIA is not opening domestic mail 
in the United States. I will certainly look into this case and see if I 
can find out anything about it. 

Mr. Murphy. Well, if this be the case regarding mail, considering 
the case that Mr. Aspin pointed out in his early questioning about 
communications over cable communications or wire communications, 
the possibility and the strong probability is that they are tapping 
wires domestically too. 

Mr. Colby. That I respectfully defer to the FBI to let them talk 
about that. 
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cable gotten between the foreign countries and citizens here in the 
United States, how many agencies would have access to this? 

Mr. Colby. Well, I would really rather not talk about this general 
subject in open session, Mr. Murphy. 

Mr. Murphy. Well, in our executive session, I would like to go 
into your budgets for 1964, 1961, 1963, and 1971, in your budgets 
regarding what amounts to be hundreds of millions of dollars and I 
would like to have you explain these figures in executive session 

Mr. Colby. I certainly will. 

Mr. Murphy. What we are spending in this particular area. 

Mr. Colby. I would be glad to explain that in executive session. 

Mr. Murphy. To what extent do you use other nations* in- 
telligence services to collect information, what data-sharing arrange- 
ments exist, who must approve these relationships and do we in turn 
share our information with them? 

Mr. Colby. We have a wide variety of relations with other foreign 
intelligence services in the other countries. 

They go all the way from being very friendly to being very hostile 
and a lot of steps in between. In the process, there is a certain exchange. 
A number of our friendly foreign intelligence officers have expressed 
gre at concern about the continuation of these relationships in view of 
the exposure that CIA is going through and their concern that they 
will be exposed in their country as a result of our exposures here. I 
have assured them that I am convinced that these investigations can 
be conducted in a fashion which mil protect the secrecy of our relation- 
ships and any material that they may have given us, and I am con- 
vinced that we can manage it that way, but for further discussion of 
this, obviously I would like to go to executive session. 

Mr. Murphy. You went through an elaborate statement this 
morning about the way you operate. Again I would like to go back to 
my question I asked you the other day. When do the oversight 
committees get to see all this information? Is it always after the fact 
or half way into the fact? 

Mr. Colby. Well, they get to see the budget information before 
the fact, obviously, because we make a request for the appropriation 
and we describe what the request covers in terms of activity. In the 
process of course we start with a general explanation but go into 
specifics to any degree they want. I have been asked how many people 
we have in a certain country, things of that nature and I have re- 
sponded to that. 

So I think the difference, however, that the chairman was trying 
to draw was wiiether we go up and get specific individual approved 
of an operation before it starts and normally if we are trying to get 
some foreigner to work for us, we do not ask the permission of the 
Appropriations Committee or the Armed Services Committee to hire 
that particular man. We go ahead under the general grant of authority 
of a certain amount of money for that year's work, which covers tins 
kind of activity. 

Mr. Murphy. Thank you, Mr. Chairman. 

Chairman Pike. Mr. Johnson. 

Mr. Johnson. Thank you, Mr. Chairman. 
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Mr. Colby, you can see by the questioning that has gone on Monday 
and again today that we are all concerned with this oversight question. 
As I was listening to your testimony on Monday and I was going over 
the record and reading it last night, it becomes apparent to me that 
we need to go into the details of this matter of congressional over- 
sight, because it is often that it is woefully inadequate if not miserable. 
So I would like to go into some of the specific questions so that the 
public can realize just how the Congress has been fulfilling its re- 
sponsibilities in this matter. 

On May 9 of 1973, Mr. Schlesinger issued a directive calling on all 
CIA employees to report any and all abuses by the CIA. That is a 
matter of public record; there isn't any question about that, is there? 

Mr. Colby. No, sir. 

Mr. Johnson. And is it also a fact that by May 21, just 11 days 
later, there were several hundred separate reports of abuses which 
had been reported to him? 

Mr. Colby. There were a number of abuses. I couldn’t give you a 
quantitative statement. 

But there were a number." I think we called them questionable 
activities, anything that raised a question as to whether it was proper 
or not. 

Mr. Johnson. Our information was there were several hundred. 

Mr. Colby. There were several hundred pages in the report sub- 
mitted to the IG. This was summarized into a shorter document for 
my use. 

Mr. Johnson. This was compiled by the Inspector General? 

Mr. Colby. It was. 

Mr. Johnson. On a report prepared May 21, 1973; isn't that 
correct? 

Mr. Colby. Right. 

Mr. Johnson. That is the report that has been called by a variety 
of names; it has been called potential flap activities, or jewels, or the 
family jewels; isn’t that the report we are talking about? 

Mr. Colby. Yes. 

Mr. Johnson. Now you personally informed some Members' of 
Congress? 

Mr. Colby. Yes. 

Mr. Johnson. Of the contents of their report? 

Mr. Colby. Right. 

Mr. Johnson. On May 23, 1 understand. 

Mr. Colby. May I — about then. 

Mr. Johnson. Just almost immediately after the report was 
brought to your attention, you^brought it to the attention of the 
Members of Congress? 

Mr. Colby. Yes. 

Mr. Johnson. Whom did you bring that to the attention of? 

Mr. Colby. I brought it to the attention of the acting chairman — 
of the chairman of tne Subcommittee of the Armed Services Com- 
mittee, Mr. Nedzi. I think I mentioned it in general to the chairman 
of the Armed Services Committee but didn’t go into detail. On the 
Senate side I mentioned it in general to the chairman of the Armed 
Services Committee, and I went over it in greater detail with the 
acting chairman because the chairman was then in the hospital. 
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Mr. Johnson. Who was the acting chairman at that time? 

Mr. Colby. Senator Symington. 

Mr. Johnson. How great a detail did you go over this with Mr. 
Nedzi and with Senator Symington? 

Mr. Colby. With Senator Symington, as I recall, I went through — 
I got it in a book, the summary of the material, and I paged through 
it and briefed him on each case. I think in a few things he may have 
read, but I generally tried to summarize it for him so that he would 
get the import of it and realize what I was talking about. With Mr. 
Nedzi, he sat down and read the entire thing, took a couple of hours 
to do so. Mr. Nedzi then asked a lot of additional questions, indicated 
an attitude about these things. I was already in the process of assuring 
him that we were taking steps to insure that this kind of activity 
did not continue and that that was the purpose of the exercise, to 

? ;ather it together, have a look at it, consult with him, find any dif- 
erence of opinion that he might have had, and he did have a few, 
that influenced what we did. I think Mr. Nedzi had evidenced a great 
deal of energy in his oversight responsibilities; he called a lot more 
meetings. He had. gone into a lot of additional questions, and he took 
a very strong position on these points. 

Mr. Johnson. Was there ever a request to you from either of 
these gentlemen that you brief the rest of the members of the sub- 
committee. 

Mr. Colby. No. There was a suggestion that it might be made 
public. 

Mr. Johnson. Yes; but was there ever a suggestion that you testify 
before the other members of the subcommittee about these matters? 

Mr. Colby. Not during that discussion. There was the discussion 
about whether it should be made public, and I urged it should not be 
made; it was in the past; wo were not going to do it any more; wo 
wanted to make sure somebod.y was aware of this history, but we 
obviously didn’t want to spread it around. 

Mr. Johnson. To your credit you sat down later in August, and 
issued a series of directives insuring that these things would never be 
repeated? 

Mr. Colby. Yes, yes. 

Mr. Johnson. I think the people of the country have been well 
served by you in this function. But going back to the congressional 
oversight, there was never any requirement or never any suggestion 
that you report this to the President or to the Attorney General, 
was there? 

Mr. Colby. No, no; frankly, I — that came up later in a discussion 
between me and the Assistant Attorney General as to why I had not 
reported it to the Attorney General at that time, and I frankly — tho 
thought hadn’t crossed my mind. 

Mr. Johnson. I would like to zero in on the congressional overnight, 
if you don’t mind. There never were any instructions to investigate or 
to verify these allegations from the congressional members, was there? 

Mr. Colby. Well, I think — I assured them that we would continue 
to look for things and if we found any additional, we would bring it 
to their attention and that we were determined not to repeat that 
kind of activity. 

Mr. Johnson. My time is up. I will pursue this in the next 5 minutes 
Thank you. 
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Chairman Pike. Mr. Aspin. 

Mr. Aspix. Thank you, Mr. Chairman. Just to round out this little 
business about the NSA here in public session, because I do want to 
go into it much more deeply in executive session, even though I 
realize that you are not the man that is in charge of the program, 
still you are overall in charge of the intelligence community. But it 
seems to me that we have something very serious here. Even if it were 
an incidental picking up of conversations, it would still be illegal, and 
it is not incidental, and there is no way that it is incidental. It is totally 
random; there is no way that these things can be completely foreign; 
in fact, it would be incidental if it were completely foreign. Mr. Chair- 
man, what I really would like to know is eventually what can we dp 
here? I have some information; we have got some information from 
executive session yesterday; we got some information from open ses- 
sion today. I presume we are going to get more in executive session 
this afternoon and other places. Is it possible at. some point to turn 
this information over to the Justice Department or some agency to 
look into this thing and to follow it up? 

Chairman Pike. Well, I would respond to the gentleman as follows: 
Of course, it is always possible for this committee to turn any infor- 
mation which we get, which we feel belongs to the Justice Depart- 
ment, to the Justice Department, and I will simply say that will not 
be a decision of the chairman; it will be a decision of the committee. 
We will vote on it, and any person can move that we so vote at any 
time. 

Mr. Aspix. When we get 

Chairman Pike. But let me suggest that the Justice Department 
will be appearing before us, not, however, in any capacity except 
for openers, to talk about their own budgets, et cetera. So I don’t 
think it would be appropriate to do it at this particular time; it 
might be appropriate to do it before this week is over. 

Mr. Aspin. I think you are right., Mr. Chairman. At this point, 
I don’t think we have enough, but at some point I would like to make 
that motion because I think we will get more information. Let me 
just follow up what Congressman Johnson was saying. He was in- 
terested in the congressional oversight. I am kind of curious as to 
why the information was never brought to the attention of the Presi- 
dent. Why was President Nixon never informed, or President Ford? 

I can 

Mr. Colby. I believe it fell between stools there, Mr. Aspin. On 
May 10, the day after Mr. Schlesinger’s memorandum came out, 
it was announced that he would be nominated to be Secretary of 
Defense, and that I would be nominated to be Director. He stayed 
around the agency for another few weeks, pending his confirmation 
hearing and his assumption of those duties. He moved over there 
about at the end of May, I think, to the Defense Department to 
prepare himself for that job, although he was spending a certain 
amount of his time, and I frankly have the feeling that — that he 
thought I was going to, you know, I would take care of that problem, 
and 1 thought lie would, and it frankly fell between stools. 

Mr. Aspix. I can see why neither of 3 011 would want to do it 

Mr. Colby. Yes — I think neither of us was verj r anxious about it. 
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Mr. Aspin [continuing]. Reporting illegal activities taking place 
mostly at your instigation and why “we are not doing them”; 1 can 
see it is a tough conversation or decision. How about President Ford, 
when he took over; didn’t anybody think maybe he ought to be 
informed? 

Mr. Colby. Of course, I did inform him of the entire story 

Mr. Aspin. But that was only after the 

Mr. Colby. After the thing happened; yes. It was by that time, 
Mr._ Aspin, a past history, running back over 10 and 20 years and the 

action will be taken to clarify the matter and 

Mr. Aspin. But still, what worries me about even the report to 
President Ford, which you gave to him, apparently there were a 
number of these memorandums that was finally released to the public, 
your report to the President. It seemed a number of the memoranda 
that were attached, a number of the things attached, particularly I 
thiftk now of the things connected with assassinations which were 
part of the report going to the Inspector General, and apparently too 
there was one on tne Mafia, from what you answered to Mr. Murphy 
the other day. But these were not forwarded to President Ford. Why 
wasn’t all of the information disclosed? You had the chance. Here lie 
was asking you for a complete chance to really make a clean, clean 
breast of it, he was asking for the information, nc said, “Look, here’s 
this New York Times article, what’s going on?” 

I would have thought that ought to have triggered, if vou were 

f oing to come clean and really lay it all out, at any point to President 
'ora, that was the time to do it. And why didn’t you even, for example, 
give him the Inspector General's report? 

Mr. Colby. Well, in — that report was focused on the allegations 
made in the article. At that time, however, I did brief his staff and 
orally covered with him the overall report os a whole. I used the same 
book" that I had shown to the two congressional representatives to 
go through it and describe it at that time. 

Chairman Pike. The time of the gentleman has expired. 

Mr. Milford. 

Mr. Milford. Thank you, Mr. Chairman 

Mr. Colby. Again I would stress on that, Mr. Aspin, that I think 
the attitude was that this was by then a year, more than a year old, 
the activity had been undertaken, it had teen closed off, the activity 
ran over 10 and 15 years and it wasn’t going to be repeated and we 
just put it aside and hoped it would not come up. And I did not see 
any obligation to go to the Attorney General on it. 

Chairman Pike. Mr. Milford, I will only say that that response did 
not come out of your time. 

Mr. Colby. I am sorrv; excuse me. 

Chairman Pike. No. We want you to be forthcoming, Mr. Colby. 
Mr. Colby. Yes. 

Chairman Pike. This is another place that you have such a tre- 
mendous advantage over us. You can declassify documents and we 
are told that we can’t. The 5-minute rule applies to us but it does not 
apply to your responses. 

Mr. Milford. 

Mr. Milford. Thank you, Mr. Chairman. My time would run a 
little bit long but Mr. Kasten has agreed to yield a minute and a half 
of his time. 
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Mr. Hasten. Yes. 

Chairman Pike. Without objection, the gentleman is recognized 
for 6 ancLa half minutes. 

Mr. Milford. Mr. Colby, I would like to pose some comments and 
then a few questions to you in your capacity as Director of Central 
Intelligence. In reality, the comments and questions are directed to 
the entire intelligence community. As the DCI you are the nearest 
individual that could be considered to have overall responsibility — 
other than the President. Since my comments and questions will take 
most of my allotted 5 minutes, I would ask that you reply in detail for 
the record. 

There is legitimate concern on tho part of this Congress and tho 
American people for what you might be doing behind tho closed wall 
of secrecy. They rightly want to know that, what you are doing, is in 
keeping with our basic democratic principles and that your actions 
are directed toward legitimate national security goals. 

I differ with some of my colleagues in Congress. I do not believe 
that the "people’s right to know" consists of publishing our intelligence 
plans in the Washington Post or the Dallas Times Herald. Further- 
more, I do not believe that the vast majority of our citizens want this 
type of action. 

I do think that our citizens want to be assured that a creditable 
"check and balance" system is operating, and one that will firmly 
keep out intelligence community accountable to our democratic 
system. 

Our intelligence community simply cannot act as its own judge 
and jury. Our people and our Congress will not accept it under present 
circumstances. 

Our society is constantly changing along with its mores, customs 
and beliefs. While you would have been a national hero in 1945 for 
planning to assassinate Adolph Hitler, our people would nail your hide 
to the wall if you tried it today on Brezhnev — even though we freely 
acknowledge him as our adversary. 

Now, let me boil this dissertation down to some specifics and a few 
questions. 

I think this Congress fully realizes that it is impractical for 435 
Members to effectively keep track of the complex matters of our 
national intelligence community. The Congress is further dissatisfied 
with the past system of a few select Members v.ho only casually 
inspected some parts of our intelligence activities and expenditures. 
Recent publicity has caused our citizens to believe that no real effec- 
tive "check and balance" system exists. 

In an effort to correct this deficiency, the House of Representatives 
responded by appointing this committee. Tho Senate did likewise 
witn a similar committee. 

Now, on one hand, there is a real opportunity for us to gain press 
ink by cutting your guts out for every mistake you have made in the 
past. On the other hand, you can rip us apart by leaking information 
to the same press by making us look like idiots for not discovering 
your mistakes before this time. 

In either case, the real losers are the citizens of this Nation. Their 
only logical conclusion would bo that idiots exist in both the ad- 
ministration and the Congress. 



I think that \ye should avoid such a "no win” contest and carefully 
search for solutions. With that in mind, let me ask for your candid 
opinion in the following questions, that I believe deal with the gut 
issues we must face : 

(1) Are the basic laws governing our intelligence community ade- 
quate? If not, where are they deficient? 

(2) Do you have any specific recommendations for changing these 
laws in order to fulfill the goals specified in your testimony? 

(3) Will you give me specific recommendations for steps which 
you believe will result in better relations among the Congress, the 
administration and the citizens concerning intelligence matters? 

Mr. Colby, I would now like to offer you a hypothetical situation 
and then pose further questions. 

Assume that the Congress would set up a joint Committee on 
Intelligence, or individual Intelligence Committees within each body. 

Further assume that the committees were established under a pro- 
cedure that would assure that the group had the confidence of the 
legislative bodies and also reasonably represented the Nation as a 
whole. 

Further assume what the committees would have adequate time to 
fully understand and pronerly oversee the intelligence community. 

Further assume that the rules of the individual legislative bodies 
would assure that no classified intelligence information could be 
publicly released except by majority vote of the committees or by 
agreement with the intelligence community. 

With the foregoing assumptions in mind, would you — as the Director 
of Central Intelligence — or, would the administration that you are 
under, have any reservations to the following proposals: 

(1) That the intelligence community present for authorization 
hearings its true annual budget proposals — including all line items 
that are normally concealed under other headings or contained within 
other defense functions? 

(2) That the intelligence community would totally brief the com- 
mittees on the desired annual goals, programs, projects, and missions 
of the intelligence community that the annual budget is designed to 
support? 

(3) That the committees would assign the General Accounting 
Office (GAO) to selectively audit any specific project, operation, or 
mission that they would deem necessary so long as the compartmentali- 
zation principle is observed? 

(4) That the committees would be equally informed of day-to-day 
intelligence activities in the same manner as the President of the 
United States, so long as the same security regulations are followed 
and further subject to the specifications contained in this hypothesis? 

Mr. Colby, 1 know that you do not have time to answer these 
questions now, but I would like answers supplied for the record. I 
think that these are some gut issues which you, your administration 
and this Congress must face. 

I can assure you that both mv questions and your answers will see 
light on the floor of the House of Representatives. 

Mr. Colby. Mr. Milford, I thank you for those very constructive 
and thoughtful questions. I will answer them in detail as you request 
for the record. 
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I would say that in general I have no great problem with the thrust 
of them, altnough I might have discussion on some of the details. I 
believe that the resolution of the problems of running a secret intelli- 
gence effort in a free society can only be achieved by having clear 
guidelines which are subject to change but agreed change and effective 
supervision in both the executive and the Congress. 

I think that we can develop that as the necessary way to run a secret 
intelligence operation, which is essential to our country and 3 r et still 
respect the dictates of the Constitution and the free society that we 
serve and that we like. 

I will supply the answers and I appreciate the questions. 

Mr. Milford. I yield back any time I might have left, sir. 

[The CIA's reply to Mr. Milford is printed on pages 556 to 571 of 
the appendix.] 

Chairman Pike. We will yield back such part of Mr. Kasten’s time 
ns you have not used. 

Mr. Hayes. 

Mr. Hayes. Thank you, Mr. Chairman. 

Mr. Colby, when you discovered that the Inspector General's 
staff was engaged in not worthwhile work, why didn’t you redirect 
their tasks rather than reduce them by 1 1 ? 

Mr. Colby. Because at that time we were under a lot of pressure to 
reduce the total staff. 

Mr. Hayes. Who was giving you the pressure to reduce the total 
staff’ 

Mr. Colby. As much as anything inflation and the increase in 
salaries and pressures 

Mr. Hayes. You are not speaking of any Government official? 

Mr. Colby. And at that time of course I believe Mr. Schlesinger was 
suggesting a reduction in the size of the staff. 

Mr. Hayes. Did Mr. Lynn— : — 

Mr. Colby. Of the overall agency. 

Mr. Hayes. Did Mr. Ash or Mr. Lynn suggest it? 

Mr. Colby. Certainly Mr. Schlesinger discussed the reduction in 
the overall strength with the Office of Management and Budget and 
I have continued the process of cutting CIA’s strength each year 
since that time. 

Mr. Hayes. Yes. But as far as the Inspector General’s functions 
are concerned, the audit functions, it would appear to me from the 
public testimony of Mr. Lynn that he assumes that all of those audit 
functions are being done, at least he is being told that? 

Mr. Colby. That is right. He certainly did not urge the reduction 
in the Inspector General’s staff. We reduced a number of different 
staffs around the agency and the Inspector General was included in 
that general reduction of many different staffs. 

Mr. Hayes. In answer to Mr. Pike’s question about whether or 
not there are procedures that potentially embarrassing activities 
might be disclosed to Congress, you indicated that sometimes that is 
done? 

Mr. Colby. Yes. If there were a particularly significant operation, 
probably a very large operation, the Director might deem it wise to 
go up and just let the oversight committees know something about it 
before it actually happens. 
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Mr. Hayes Is it usually after the fact? 

Mr. Colby. I say it is usually after the fact. But there are occasions 
in which we have been up with potentially both large-scale and 
sensitive operations before, and particularly in the technical field 
where the project can be started 2 or 3 or 4 years before it actually 
appears in activity. 

Mr. Hayes. You have begun your statement and you made some 
plaintive remarks concerning the sensationalism that surrounded the 
CIA recently. Certainly the Rockefeller Commission, the Church 
committee, this committee, the predecessor committee here in the 
House, they are about as sensational as taking a cold, dirty bath. 

You don’t mean to imply, do you, that somehow or other these 
problems are in any way contributing to an atmosphere of 
sensationalism? 

Mr. Colby. Well, I think some of the matters which have come out 
in the process have contributed to the attitude. I have the highest 
respect for the manner in which the Rockefeller Commission and the 
Senate committee and I am sure this committee are conducting this 
investigation, but 

Mr. Hayes. Didn’t most of the grossly sensational things, if you 
want to call them that, appear quite apart from any investigation? 

Mr. Colby. Not entirely, Mr. Hayes. 

Mr. Hayes. Well, would you say that part of the appearance of 
those were in your visits disclosing matters about the Glomar Explorer 
to newspaper editors. 

Mr. Colby. No. 

Mr. Hayes. Do you think that contributed? 

Mr. Colby. That appeared for other reasons. That appeared 
because of a leak that started it, and my effort was to endeavor to 
have nothing said about that general subject. 

Mr. Hayes. And what about former CIA employees and current 
employees, their discussions publicly? 

Mr. Colby. Well, current employees are under a restriction not 
to discuss publicly classified matters. Former employees are under a 
secrecy agreement with me not to discuss classified matters, but I 
have had a little hard time enforcing that, with certain of them. 

Mr. Hayes. Mr. Colby 

Mr. Colby. There was one occasion, I think, which — there were 
some occasions on which some of the sensational qualities came from 
a number of different sources here in recent weeks. 

Mr. Hayes. I take it from your answer, then, that you would at 
least like to imply today in your testimony that some of the harmful 
sensationalism does, in fact, emanate from this investigation, that 
of the Church committee, and that which was done by the Rockefeller 
Commission. 

Mr. Colby. No; I am just making an appeal that — to the public 
at large, to let the committees do a thorough, complete job of investi- 
gation and to get rid of this sensational atmosphere so that we can 
do that kind of investigation, and then I think we can go back to work 
in the intelligence business. 

Mr. Hayes. I want to be sure and clarify that, because I certainly 
think that there was implicit in the statement some implication that 
at least we were contributing to that atmosphere. 
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Mr. Colby. Well, I think there was a certain amount of press 
attention to this, and there is a certain amount of focus on every step 
in this process. I think the excitement a couple of weeks ago about 
allegations that CIA infiltrated the White House was perhaps one of 
the low points in this recent affair. 

Mr. Hayes. The — — • 

Chairman Pike. The time of the gentleman has expired. Mr. 
Lehman. 

Mr. Lehman. Thank you, Mr. Chairman. 

I want to pursue the question of the proprietaries as to their effect 
on the American business community. Mr. Colby, your chief of cover 
and commercial staff has told the staff of this committee, “If you 
operate a business that is not at all intruding in the marketplace, 
.you don’t have a very good cover.” To me this means the proprietary 
must be competitive, aggressive, and active. In a sense, though, the 
bottom line of a proprietary is certainly not profit and according to 
what you say that any losses they incur will be made up by CIA. 
But just for the record, who keeps the profit of these businesses, if 
they do make a profit? 

Mr. Colby. The profit — if a profit occurs, and it has happened in 
very few cases — the profit belongs to CIA; it remains for use in the 
operating costs of the proprietary, but if there is a final profit, it is 
returned to the Treasury. 

Mr. Lehman. There is a possibility, then, that these corporations 
can operate below cost, and that they can sell below cost? 

Mr. Colby. Well, the object of the operation, Mr. Lehman, is that 
they be credible, not that they be successful, that they have enough 
credibility to appear to be a business, not that they actually do any 
more business than the minimum necessary. Doing a business beyond 
the minimum necessary destroys the value of the operation as far as 
we are concerned because we want our people to have the freedom to 
spend their time on the substantive work that we expect them to do. 

Mr. Lehman. I still feel, though, that the CIA really does not under- 
stand the effect on the American business community of the function 
of these proprietary organizations and perhaps in your zeal for your 
duties that you can, in a sense, perhaps, threaten or undermine some 
American businesses with American tax dollars. 

Mr. Colby. I assure you that we are very conscious of that danger 
and that we take steps to insure that it does not happen. 

Mr. Lehman. Mr. Colby, how many proprietaries do you actually 
have in the Miami area? 

Mr. Colby. I can’t answer — I just don’t know the answer to that 
question offhand, Mr. Lehman. It obviously has changed over time. 

I would be prepared to find that and other detailed numbers out for 
you and report them in executive session. 

Mr. Lehman. In relation to the proprietary operations, does the 
CIA give cash gifts or rewards to certain proprietary businesses who 
help the Agency? Does the CIA ever dispose of a proprietary business 
in the form of a gift, or at least the noncash assets of a proprietary 
business, which it is disposing of? 

Mr. Colby. We had one case, Mr. Lehman, in which the disposal 
of our operation did raise questions as to how it might be done. We 
took special steps to have that employer examined by the General 
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Accounting Office pursuant to the request of the chairman of the House 
Armed Services Committee,, who was informed of that before it 
happened. 

The GAO did approve of the manner in which we were going to do 
that and, therefore, there was not any favoritism given in that case. 

Mr. Lehman. In relation to the cash gifts, or rewards to businesses 
for help to the Agency, you have not 

Mr. Colby. With respect to cash awards, we obviously have a lot 
of different relationships with legitimate businesses, regular businesses. 
In the course of those operations there are some times in which they 
agree to take one of our people and put them, apparently, as one of 
their employees. We reimburse them for the costs of that employee. 
And in that sense we do give them some assistance. 

Mr. Lehman. I am still concerned about the adverse effect on the 
American business community of the activity of the CIA in the 
proprietary relationship. Mr. Chairman, I would respectfully suggest 
that the staff of this committee be instructed to study this question to 
see if such adverse effects are occurring and report back to the com- 
mittee. 

Chairman Pike. Well, I don’t want to promise more than I can 
deliver, Mr. Lehman, in that regard. 

Mr. Colby. I would welcome that kind of a study, Mr. Chairman. 

Chairman Pike. I am sure you would, and I don’t think it would be 
terribly revealing, and I think it would spread our staff pretty thin, 
if we try to study what the CIA proprietaries are doing to the Ameri- 
can business community as a whole. 

Mr. Lehman, I just don’t think I want the staff to devote too much 
of its efforts and energies to that particular concern, although I assure 
you that I will discuss it with the staff director further and members of 
the staff to see what we can do. 

Mr. Lehman. Thank you, Mr. Chairman. 

Chairman Pike. Mr. Field. 

Mr. Field. Thank you, Mr. Chairman. Mr. Colby, I would like to 
go over the control of hinds and just how good the accountability is in 
the CIA for certain funds. How does the CIA know, how do you know 
when funds are spent for bribes, or that type of payment; how* do you 
know that the money goes for the intended purpose or that it is not 
simply put in somebody’s pocket, used for some favor, that kind of 
thing? 

Mr. Colby. There are a variety of ivays in which we do it. One is on 
some occasions we actually get a receipt from the individual and we 
can compare the signatures. In others we can pass the material through 
various banking channels and make sure that it goes to a certain 
account. In others, we can get a certificate by the officer that he 
actually gave that. 

Now there is a variety of other ways of cross-checking to see whether 
there is any visible effect of any substantial sum given to some par- 
ticular institution, whether they have opened local offices which they 
did not have before, and things of that nature. If that does not occur, 
one begins to wonder what is happening. Obviously we are in a field 
here that does leave itself open to some error. We have had situations 
in our history in which we have found that money has not gone toward 
its intended purpose. 
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Mr. Field. What do you do when you find out somebody has abused 
this privilege? 

Mr. Colby. We certainly would — if it is a recipient, we would cer- 
tainly consider whether it is of any value to-go ahead with that re- 
lationship. If the money being given is not effective, why obviously 
there is no sense in continuing to give the funds to that particular ob- 
jective. 

Mr. Field. Do you find 

Mr. Colby. If it happens to be one of our intermediaries, or one of 
our own people, we obviously would take steps. On an intermediary, a 
foreigner who is an intermediary, we would cut him out of the link. 

Mr. Field. Would you fire an emplo} r ee who was giving out bribes 
that he shouldn’t? 

Mr. Colby. Giving out bribes that he shouldn’t? Certainly because 
any such activity has to be given under oath. ' 

Mr. Field. Have you ever fired an employee for giving out a bribe 
that, you felt was not actually a bribe? 

Mr. Colby. Well, no expenditure can be made outside of the appro- 
priate authority. 

Mr. Field. I understand. 

Mr. Colby. The appropriate authority sometimes leaves some judg- 
ment. 

Mr. Field. Did you ever fire an employee because you discovered he 
was pocketing the money, or he was 

Mr. Colby. Yes, we have. 

Mr. Field. You have. 

Mr. Colby. And we have considered prosecution of some. Some we 
have passed to the Department of Justice for prosecution, and some 
we were unable to do so because it would reveal a very sensitive rela- 
tionship with a foreign country. 

Mr. Field. Approximately how many have been referred to the 
Department of Justice? 

Mr. Colby. I think the number is about 20 that were passed over to 
the Department of Justice. 

Mr. Field. In the last how many years? 

Mr. Colby. Since 1954, I believe it is. 

Mr. Field. Since 1954, 20 people? 

Mr. Colby. Those are the ones we initially found after taking a look 
for trying to compile the cases. There were another nine cases that 
we believe we did not inform the Department of Justice about. 

Mr. Field. OK. What about gifts? Who decides who gets gifts? 

Mr. Colby Whoever is authorized to make such a decision. If it 
is a very complicated .problem, in a foreign country it may be approved 
even as high as me. If it fits clearly within the working relationship 
that we expect that particular organization to do, it might be tho 
chief of station. 

Mr. Field. OK. Just to pin that down, now. If that were a major 
gift to a head of a foreign state, let’s say, would that gift have to be 
for intelligence purposes, or is the CIA used because it doesn’t have 
to report back all of its expenditures, to make gifts that would basically 
make somebody happy, that would please a foreign head of state, who 
might be friendly to us? There is really no intelligence value in this 
gift, is there? 
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Mr. Colby. Well, there is a relationship value, and it does trans- 
late into intelligence later on. 

Mr. Field. Hasn't that in fact happened? 

Mr. Colby. Oh, yes; it translates into intelligence in the sense of 
what goes on later 

Mr. Field. How does an intelligence agency go about giving expen- 
sive gifts to foreign heads of state? Certainly the Congress, when they 
give you a contingency fund, assumes that is then spent for intelli- 
gence purposes. 

Mr. Colby. No; I think they assume it is being spent under the 
National Security Act. 

Mr. Field. Tfiis relates to national security? 

Mr. Colby. W ell, under the provisions of the Constitution 

Mr. Field. How does driving a fancy car somehow help our Na- 
tion’s security? 

Mr. Colby. It can in terms of the relationship established with that 
particular individual and the information gleaned 

Mr. Field. Would you be embarrassed to reveal this to the average 
taxpayer, that expensive automobiles and things of that kind have 
been handed out to — do you have a comment? Have gifts been given 
to American public officials? 

Mr. Colby. I don’t believe so; no. 

Mr. Field. .Have 3*011 ever given an expensive gift to an American 
President? 

Mr. Colby. There is one situation which was mentioned in the 
Rockefeller Committee Report which I don’t believe what >>ou have 
in mind, but it is one occasion on which we assumed the expenses of 
an activity conducted by the White House. It was not a gift given to 
the White House, but we assumed the expenses of certain letters. 

Mr. Field. Have 3*011 ever participated in a gift; in other words, 
mnj'bc the CIA didn’t actually give the gift but participated in help- 
ing to get a gift to a President? 

Mr. Colby. To an American President? 

Mr. Field. In recent times, in recent 3*ears. 

Mr. Colby. I can’t think of an} r such. I would have to examine 
that. 

Chairman Pike. It is 12 o’clock. I would like to suggest to the mem- 
bers of the committee the following procedure: I would like to give 
aii3*onc who wants an opportunity to ask additional questions in open 
session an opportunity to do so before we break for lunch with the 
understanding that the time he uses in open session now will be taken 
from his time when we go into executive session. Mr. Giaimo, do 3011 
want to ask questions? Mr. Giaimo is recognized. ‘ 

Mr. Giaimo. Mr. Colb3*, how did we survive as a nation for 175 
3*cars without the CIA? 

Mr. Colby. I would say for quite a few of the years we were not 
given very much threat from abroad. That is one tiling. 

Mr. Giaimo. So it is the nature of the threat that has made the 
difference? 

Mr. Colby. Oh, I think that is clearl}' — we normal^* would organize 
intelligence for a war and disband it afterward. We did that for the 
Revolution, we did it for the Civil War, we did it for World War II, 
and we disbanded them. 
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Mr. Giaimo. What is the uniqueness of the present threat for the 
last 25 years which requires your agency? 

Mr. Colby. Because the United States plays a greater role in the 
world than it did in previous years. 

Mr. Giaimo. Is it the nature of the danger, namely the fact that we 
arc in a nuclear age? 

Mr. Colby. Not only the danger but the opportunity to solve prob- 
lems before they get bigger. 

Mr. Giaimo. Now the major thrust of the Central Intelligence 
Agency and the other intelligence communities is the business of 
intelligence; isn’t that so? 

Mr. Colby. Yes. 

Mr. Giaimo. Didn’t the chart you showed us earlier break down 
intelligence activities, support activities, and covert actions? 

Mr. Colby. Right. Today that is true of CIA. Twenty years ago 

Mr. Giaimo. That is 

Mr. Colby. Twenty years ago the proportion was different. 

Mr. Giaimo. The threat to the United States comes from what 
possible sources in the world? 

Mr. Colby. It comes from great powers who might have 

Mr. Giaimo. Specifically, what are these great powers? 

Mr. Colby. All right. Obviously the two major ones. 

Mr. Giaimo. Obviously the two major ones are U.S.S.R. and China? 

Mr. Colby. And China, yes. 

Mr. Giaimo. Are most of your efforts vis-a-vis these two powers 
covert in nature or more in the area of intelligence? 

Mr. Colby. Most of our efforts are in the area of intelligence. 

Mr. Giaimo. Most are in the area of intelligence? 

Mr. Colby. By far. 

Mr. Giaimo. And that is the normal type of intelligence operation 
or counterintelligence operation, using the various means of collecting 
intelligence, be they human or electronic? 

Mr. Colby. Right. 

Mr. Giaimo. Scientific of any sort; is that right? 

Mr. Colby. Right. 

Mr. C iaimo. Reconnaissance, surveillance, et cetera? 

Mr. Colby. Right. 

Mr. Giaimo. Is much of your covert activity directed against these 
two great superpowers which can pose a real threat to our national 
security? 

Mr. Colby. Well, I would rather not comment specifically on it, but 
we do so little of this nature nowadays, Mr. Giaimo, that - 

Mr. Giaimo. Are you saying we do so little of covert activity in 
general? 

Mr. Colby. Of covert activity as a whole. 

Mr. Giaimo. As a whole? 

Mr. Colby. Yes. Now, years ago, a very substantial amount of it 
was devoted either directly or indirectly through the support of 
various groups around the world who were interested in protecting 
themselves against expansion. 

Mr. Giaimo. Mr. Colby, you know what I am trying to get at. I am 
trying to develop whether the bulk of our covert activities is directed 
against the two superpowers because of the threat they pose, or in 



fact, do we direct our covert activities to many other third world 
nations who in fact do not really constitute a threat to this country. 
Can you publicly answer or respond? 

Mr. Colby, Sure. I think today if you will look down into the 
specifics of it, you will find that a substantial effort is devoted against 
the major problems we have in the world and some to the indirect 
problems that we have in the world; that there are lots of problems 
m the world, however, which do not pose any kind of a problem or 
threat to the United States and that we do not engage in any activities 
in those areas. 

Mr. Giaimo. But isn’t it so that very little covert action is effective 
or is committed or is even effective against the two superpowers? 

Mr. Colby. Well, I respectfully say that I would not like to get 
into the details of that. I think tms has changed over time. 

Mr. Giaimo. You are not getting into any of it as yet? 

Mr. Colby. No. It does begin to get into details as to what we are 
doing in various countries. I would be glad to answer that in executive 
session. 

Mr. Giaimo. I understand, but I am trying to get clear from you 
if there is much covert activity against the U.S.S.R. or Red China. 

Mr. Colby. That is specifically the kind of statement I really 
cannot make in public session. 

Mr. Giaimo. But can you make the statement that there is very 
little covert activity against anyone? 

Mr. Colby. I do. 

Mr. Giaimo. At this stage? 

Mr. Colby. I do, Mr. Giaimo. 

Mr. Giaimo. Which draws me to infer that tlvere is very little 
against the Soviet Union and Red China. 

Mr. Colby. Well, if there is very little against anybody, there is 
very little against them, too, obviously. 

Mr. Giaimo. Obviously. Now then, if there is very little covert 
activity against anyone, why in the last 25 years, and at the present 
day, do we need an agency involved in covert activities? Bear in 
mind I find no fault with your intelligence-gathering functions and 
your counterintelligence functions. 

The question I have is: Does the United States have to have an 
agency involved in clandestine or covert actions, and-does it benefit 
us to become involved with other nations — their political structure 
and so forth? _ 

Mr. Colby. Mr. GiairrnOTwe are talking about 

Mr. Giaimo. What is so different that we now have to have an 
absolute dependence on this kind of activity which by virtue of its 
secrecy is so injurious or so dangerous to our American way of life 
and to our American rights? 

Mr. Colby [continuing]. Mr. Giaimo, we are speaking about a point 
in time when we are doing very little of this. In the 1920’s we were then 
enthusiastic about naval disarmament. We had just built a brandnew 
battleship. We took it out off the North Carolina coast and we sank it 
to show how determined we were about naval disarmament. About 
that time, Secretary Stimson broke up a decoding unit, disbanded it 
because he said, “Gentlemen didn’t need to read each others’ mail.” 
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Secretary of War Stimson some 15 years later was reading all the 
Japanese and German mail he could get his hands on, and he needed 
that battleship. Now, my contention at the moment is that during 
the days of confrontation, during the fifties and sixties, when there 
was concern about whether Western Europe would be subjected to 
military attack, economic collapse, or subversion, a general American 
program was developed to meet that threat. It consisted of NATO, 
the Marshall plan, and a great deal of covert activity for the demo- 
cratic forces in Western Europe. That was successful, Mr. Giaimo. 

It is not necessary today because the situation in Europe does not 
require that degree of effort. We still have a NATO; we still have 
economic relationships with Europe. If we should need some sub- 
stantial assistance to democratic forces to Europe, I think we ought to 
have the capability of doing it, under the approved authority of 
our 

Mr. Giaimo. No question. 

Mr. Colby [continuing]. Of our Government and under our con- 
stitutional structure. 

Mr. Giaimo. No question » 

Chairman Pike. The time of the gentleman from Connecticut has 
expired. 

— Mr. Stanton, do you wish to ask 

Mr. Stanton. No. 

Chairman Pike. Mr. Dellums. 

Mr. Dellums. Thank you, Mr. Chairman. 

First, I would like to make a brief response, following Mr. Johnson's 
line of questioning, with respect to the oversight of the Congress on 
improprieties carried out by the CIA and other members of the intel- 
ligence community. It is precisely for that reason that I have asked 
for the very specific information because I think that what we are 
going to find out is a rather tragic pattern where the various sub- 
committees charged with responsibility of oversight are not the ones 
who received information regarding the improprieties; it's individuals 
who then, behind closed doors, are caught in a Catch-22 situation, 
because it is in executive session, it is highly privileged information, 
and in my estimation, in direct violation of the principles of the 
Congress. 

This is a group of 435 people. It is a group-oriented process. Yet I 
think what we are going to find out when Mr. Colby responds is that 
single, individual persons in the House and the Senate were given 
information with respect to these improprieties, and I think this is a 
gross violation of the concept of the group-oriented process. 

With respect to Mr. Hayes’ question and following my questioning 
regarding the reduction of force in the Inspector General’s Office, I 
think this is a major travesty, for the justification for that cut to be 
inflation and budgetary considerations, when the CIA has a massive 
staff, spread out all over the world, with enormous potential for abuse, 
the place where you decide to make some economies happens to be in 
the Inspector General’s Office, with reams and reams ot abuses and 
allegations and charges, I find — I find the justification for cutting 
back on that Inspector General’s staff, that is charged with the 
responsibility of investigating and overseeing the potential for abuses, 
really incredible. 



I would like to ask you, Mr. Colby, was money from proprietaries 
ever transferred to your contingency fund, No. 1? And No. 2 is that 
legal if in fact you have transferred profits from proprietaries to your 
contingency fund for the purposes of financing other secret projects? 

Mr. Colby. It was transferred on one occasion, Mr. Dellums. On 
that occasion it was discussed in detail with the oversight committee of 
the two Houses in 1973. Since that time, our General Counsel has 
indicated that does not constitute the entire appropriations process 
and it will not he done again. It is being returned to the Treasury; any 
profits will be returned to the Treasury. 

Mr. Dellums. Does the CIA maintain a voluntary pension plan for 
senior employees of your Agency? 

Mr. Colby. For any employees of the Agency, who wish to join it. 

Mr. Dellums. Are the investment decisions for this plan made by 
a committee that has access to sensitive economic intelligence? 

Mr. Colby. No. The investment decisions are made by an invest- 
ment — a regular ipvestment broker. The committee that decides — that 
runs the plan chooses the broker. From, there on, all investment 
decisions are made by the broker or the mutual fund, or whatever it 
is, and no special information is used from CIA to effect those 
investments. 

Mr. Dellums. Do the officers of this pension plan use the CIA’s 
highly sophisticated computers to keep track of the stocks and bonds 
and generally to optimize returns? 

Mr. Colby. The CIA does use its computers particularly to keep 
note of the identification of the people who have joined the plan, 
because these are people whose identities as CIA employees must be 
protected. In the process they obviously have to tell what their 
ownership is and wnat their statistical ana financial relationships are. 
The CIA has been carrying a part of the cost of running this, of the 
investment process itself, in the computers. There has been a question 
as to whether this should be absorbed as a cost of the running of the 
plan and charged to the plan. The plan, incidentally, has lost money 
in the stock market in tne last year or two, along with every other 
such plan in the country. 

Mr. Dellums. You can certainly understand the thrust of my 
questions. 

Mr. Colby. Yes. 

Mr. Dellums. It is obvious you have probably one of the largest 
and most sophisticated computer systems in the world, with enormous 
intelligence-gathering potential ana for you to have investment capa- 
bility it womd be a very easy thing to plug into that enormous com- 
puterized data bank. It is like going to the race track and knowing 
what horses are going to win all eignt races. I would think if that is 
the case, that would De in my estimation improper, and I would like 
very much regarding those questions that you give full files, memo- 
randums and data. 

Mr. Colby. I would be pleased to respond to that, Mr. Dellums. 
That plan was worked out in detail before it was instituted with the 
appropriate authorities of, I believe, the Civil Service Commission or 
Department of Justice, or somebody, and I would be glad to explain 
the details of it to you. 



[The material subsequently provided in response to Mr. Dellums’ 
questions is in the committee files.] 

Chairman Pike. The time of the gentleman-has expired. ' 

Mr. Kasten. 

Mr. Kasten. Mr. Chairman. 

I had intended to ask a number of questions having to do with the 
detailing of employees and of contacts of CIA and various agencies. 
It was my understanding yesterday and our understanding in three 
different telephone calls this morning that at our request you intend 
to make a statement which would respond to some of the questions 
I have raised over the past several days. 

Mr. Colby. I will. 

Mr. Kasten. I have a series of questions. It is my understanding 
you still don’t have the information? 

Mr. Colby. I have a one-page answer, and I can answer a lot of the 
questions. I have some other facts here. We could either do it now or 
we could do it in executive session, either one. 

Mr. Kasten. I would much prefer to at least begin in open session 
because a number of these questions have already been raised in the 
press. It is important, I think, to begin with the fact that the com- 
mittee and I don’t want to brand someone because he has been a CIA 
employee to limit his employment opportunities in any agency. 

Mr. Colby. Perhaps 

Mr. Kasten. But that is not the question at all. The question is the 
detailing of employees. 

Mr. Colby. Right. 

Mr. Kasten. And the question is when a person is in an agency, for 
example at the White House, and ho is not identified as an employee 
of the CIA. The other questions involved the informal kinds of con- 
tacts that apparently exist in a number of departments throughout 
the Government. 

How many CIA employees are presently detailed to executive 
agencies? 

Mr. Colby. Let me make a general statement on this, Mr. Kasten, 
and then I can, I believe, answer the specific questions in executive 
session. CIA has several different arrangements for detailing people. 
One is the detailing of people to another department or to the White 
House or wherever, as part of the rotation policy to let these people 
have some experience outside CIA to learn what the rest of the world 
is about, so that they can come back and be more efficient in CIA. 

Any such detail is known to the management of that particular 
agency to which it is detailed. The second level is the arrangement we 
have with some departments to give our employees what is called 
cover, to let them appear abroad as a member of another department 
instead of appearing abroad as belonging to CIA. In some cases to 
retain that cover here in the United States, in some cases to have that 
cover here in the United States so that the activity will not be generally 
known as a CIA activity. There are many, many of our employees 
under that kind of arrangement; those are worked out with the 
appropriate departments, brought to the attention of the head of the 
department. They are not necessarily revealed to all members of that 
department. A junior officer in an embassy abroad may not be inform- 
ed as to which of his fellow workers is actually a CIA officer but the 
Ambassador will be. 



Mr. Kasten. How about a high-level person in an agency or_a 
high-level person in the White House? 

Mr. Colby. Somebody will be informed, the appropriate — in the 
White House they would be informed in the normal personnel ma- 
chinery. The personnel machinery would know that that individual 
is the CIA agent because that would not be a cover arrangement. 
That would be a rotational arrangement. 

Mr. Kasten. Isn’t it a fact that there have been occasions when a 
CIA man, not identified as a CIA man, working in the National 
Security Council, had a role in recommending White House approval 
of CIA covert action projects, and wasn’t at least one such individual 
a member of the same CIA covert action branch whose projects he in 
fact reviewed? 

Mr. Colby. Yes. 

Mr. Kasten. I am not talking about putting somebody out for 
experience; what we are talking about is influencing decisions from a 
point 

Mr. Colby. Bight. 

Mr. Kasten [continuing]. At which the other people in the room 
aren’t aware that this person is a member of the CIA. Isn’t it a fact 
that the person in the National Security Council was passing on 
information that had to do with covert action projects in the CIA 
and wasn't known as a CIA agent? 

Mr. Colby. Well, there are several officers who worked there, have 
worked there over the years in various positions who have been CIA 
officers. They certainly were identified to the management as CIA 
officers. They did work in many cases in support of intelligence 
activities, facilitating the movement of intelligence to the right 
customers, helping to make recommendations on policy matters 
dealing with intelligence matters and with CIA’s covert action 
activities. 

Mr. Kasten. But don’t you see any conflict here? 

Mr. Colby. But in that job the individual was *clearty working for 
the National Security Council or whatever other post he was in. 

Mr. Kasten. Clearly, by your definition, but possibly not by the 
definition of the people he is working with? 

Mr. Colby. Certainty the people he was working for knew it. 

Mr. Kasten. All right. - 

Mr. Colby. Now, whether every individual he was working with 
knew it, I don’t know. 

Mr. Kasten. Isn’t it a fact that we have one individual, Thomas K. 
Latimer, Assistant to the Secretary of Defense, and he was designated 
by the Defense Department as our contact man with the Department 
of Defense, this committee’s contact man? 

Mr. Colby. All right. 

Mr. Kasten. He was a CIA agent, he had been working in the 
White House as a CIA agent but not identified in the White House as 
a CIA agent? 

Mr. Colby. Oh, he was indeed identified as a CIA agent or officer 
there. 

Mr. Kasten. Not with the liaison people, the people he worked 
with? 
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Mr. Colby. I beg your pardon. He was assigned to the National 
Security Council staff. His CIA background and relationship were 
clearly known to them at that time. 

Mr. Hasten. Eight. His CIA background and relationship were 
never clearly known or understood by our committee staff or our 
committee until yesterdav when we talked about it. I asked the 
representative from the Department of Defense yesterday, and he 
said no, there aren't any former CIA people. 

Mr. Colby. Mr. Latimer today works entirely for the Secretary of 
Defense, he does not work for me. He works and nis loyalties run to the 
Secretary of Defense, and his directions come from the Secretary of 
Defense. 

Chairman Pike. Mr. Hasten, I cair~only say you have 4 more 
minutes, if you want to use them at this particular time. 

Mr. Colby. Mr. Latimer may have been, he may still be either on 
leave without pay or have some other relationship with CIA. I myself 
spent 3K years assigned to the Department of State and AID not as 
a cover but directly employed by them, although I was on leave 
without any pay from CIA at the time. At that time my line of 
authority clearly ran to the Department of State and to the Agency 
for International Development, not the CIA. 

Mr. Hasten. My first question was how much CIA employees 
are detailed to executive agencies. 

Mr. Colby. I would like to give that answer in executive session, 
if I may. 

Mr. Hasten. How does the CIA deal with agencies other than 
agencies in which you have people specifically detailed, when you have 
a contact? Let’s say, for example, the IRS, and the IRS is about to 

I nirsue on investigation which it has come upon, and it is not in the 
>est interests of tne CIA that that investigation take place, or with 
the i m migration" people , with an airplane company or whatever. Do 
you have informal contacts in these agencies, or do you have formal 
contacts in these agencies, when you desire to affect the outcome of an 
agency action? 

Mr*. Colby. We have a formal point of contact with that agency 
designated by that agency. If we have a problem with a totally new 
agency we go to the top or near the top ana ask with whom they would 
like us to deal on that question. 

We have long established working relationships at a working level 
which are known to the management of that agenev. 

Mr. Hasten. Isn’t it a fact that you have informal contacts in 
these agencies, and in many cases those contacts are not known or 
understood by people in these agencies? 

Mr. Colby. No; I do not know what informal contacts, neighbor- 
hood relationships and so forth, might exist around the Washington 
community in various ways, but certainly in anv official action goes to 
an official contact known to the leadership of that agenev. There was 
one exception to that, which unfortunately was involved with a mail 
intercept operation, in which we gave a certain bonus each year to one 
individual in the Post Office Department which was plainly improper. 
Mr. Hasten. Is it possible that a person whom 3 r ou have detailed 
• could be in an agency long enough that the people in the agency 
would not know it? In other words, at one point it was announced 
and clearly known. 



Mr. Colby. Certainly. 

Mr. Kasten. And now 10 years later the people simply do not know 
becauso the people at the top have changed. 

Mr. Colby. The management would Know it in that caso. I know 
of one such case, and the management knew it even though they did 
make an attempt not to have it spread around too much. 

Mr. Kasten. Evidently we have examples of where not only didn’t 
they know, but they were surprised and shocked when they found out. 
Is that because one key person desired to keep it quiet? 

Mr. Colby. One key person in that agency might have, yes. 

There was a situation in which the head of an agency asked us to 
help do something in his agency. We would not do that today, 
quite frankly, but we did it then, but the leadership of the agency 
knew about it. 

Mr. Kasten. When a CIA employee is sent to work at an agency, 
is this at the request of the CIA or at the request of the agency? 

Mr. Colby. It could be cither one. It depends on the circumstances 
of the case. I have asked for people to be assigned to CIA and I have 
asked for people to go from CIA and I have had requests for people 
from CIA. 

Mr. Kasten. What about the White House? 

Mr. Colby. Both. 

Mr. Kasten. You have had requests from the White House? 

Mr. Colby. Yes. 

Mr. Kasten. To have people come to the White House? 

Mr. Colby. To work. 

Mr. Kasten. As a CIA agent and it not be revealed to 

Mr. Colby. Oh, no, not revealed ; no, excuse me. I have been asked 
whether we had a nomination for a certain job in the White House 
that had something to do with intelligence. If we could turn up a good 
officer who could do that job, why we would detail him to the White 
House, but that there be no particular sensitivity about the fact that 
he worked with CIA. 

Mr. Kasten. Thank you, Mr. Chairman. 

Chairman Pike. The time of the gentleman has expired. I frankly 
was going to leave my questions to executive session, but this last 
exchange has sort of intrigued me. Was Mr. Latimer detailed to the 
Department of Defense to be liaison for this committee and other 
committees investigating the intelligence activities at the request of 
the Department of Defense? 

Mr. Colby. No; Mr. Latimer was detailed to the DOD when 
Secretary Schlesinger went to the Department of Defense, because he 
had gotten to know Mr. Latimer both down in the White House and 
in CIA, and he thought that he was a very effective officer. 

Mr. Kasten. Would you yield for just a moment? 

Mr. Colby. Yes, I would yield. 

Mr. Kasten. That point was asked yesterday of Dr. Hall and he 
gave exactly the opposite answer. 

I asked that question yesterday as to whether or not he was detailed, 
and Dr. Hall — we can check the record. 

Chairman Pike. Wait a minute, we are not going to do all this on 
my time. 



Mr. Colby. We may be in a term of art on the word “detail.” I am 
not sure. 

Chairman Pike. You said about Mr. Latimer, who is the Depart- 
ment of Defense liaison with this committee, that his loyalties run to 
the Secretary of Defense and not to the CIA and not to anybody else. 
Are you sure that his reports go only to the Secretary of Defense — 
reports about the activities of this committee? 

> Mr. Colby. I assume so except to the extent that any of us coor- 
* dinate the activities that we conduct with this committee and others. 

Chairman Pike. Would it be conceivable that his reports would go 
somewhere else without the Secretary of Defense even knowing about 
it? 

Mr. Colby. Certainly if the Secretary of Defense would disapprove 
that that go anywhere else, it would not go anywhere else. 

Chairman Pike. He couldn’t disapprove if he didn’t know about 
the report. 

Mr. Colby. No. 

Chairman Pike. What I am asking you is: Is it conceivable that 
Mr. Latimer could be reporting on the activities of this committee 
to someone other than the Secretary of Defense without the Secretary 
of Defensa knowing about it? 

Mr. Colby. I doubt it, knowing both of the gentlemen. 

Chairman Pike. So what you are saying is that any reports which 
Mr. Latimer is filing to someone else, if he is filing reports to someone 
else, are with the approval of the Secretary of Defense? 

Mr. Colby. With the approval or with the authority of the Secretary 
in the sense that you allow your officers to do things without neces- 
sarily bringing up every little question to you. I allow my subordinates 
to do many things without individually referring them to me. 

Chairman Pike. I am sure that that does indeed happen, and I am 
sure that that is one of the reasons that from time to time the operation 
gets in some difficulty. I am going to reserve the balance of my time. 

I yield to Mr. Hayes. 

Mr. Hayes. Thank you, Mr. Chairman. 

Mr. Colby, the obvious differences between the period we now 
exist in and that which you described to Mr. Giaimo are readily 
apparent, and I think that using the answers that you have given, 
I think it is worthwhile to point those out, that in fact during World 
War II when we were discussing assassinations of Adolph Hitler 

Mr. Colby. I don’t think we were discussing it at that time. I don’t 
remember discussing it at that time. 

Mr. Hayes. Mr. Donovan came down and talked to Carter Manasco 
at least, and that is the difference. Now no one is coming down here 
to discuss it with anybody. And so while a national policy is being 
debated in Congress and being discussed publicly, judgments to 
destabilize judgments, can originate anywhere, and perhaps even 
originate as one of those unobtrusivo details about which a director 
does not wish to concern himself. 

Mr. Colby. Oh, no, no, it is not that at all. I am saying that a detail 
does not raise a policy question and really I am a busy man. I have 
got a lot of things to do and I do not expect every one in the agency to 
come up and check every step they take with me. 
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I expect to be able to define some policies and let them operate 
within those policies. 

Mr. Hayes. You can certainly depend on your internal audit pro- 
cedures then to reveal any problems that are going on that you might 
not catch at the moment they are happening. 

- Mr. Colby. Certainly. 

Mr. Hayes. Even though you reduce the staff from 15 to 4. 

Mr. Colby. I have a lot of other ways of learning, knowing what is 
*•*'*».. gohig on in the Agency other than that one office. I have an audit 
staff of, I think, around 40, financial audit staff. I have independent 
links with various offices that exist there. 

Mr. Hayes. You are an extremely sophisticated and knowledge- 
able person. We have been talking about very rarefied areas of policy- 
making. We have a difficult job as Mr. Milford pointed out in getting 
some legislative hardware together on this, and I think that it seems 
obvious, to mo that as you use terminology such as the “period of 
of massive confrontation of the 19503,” and the “period of counter- 
insurgency in the 1960s,”. all of these kinds of things are sort of appeals 
to a very low level of political sophistication. Ana so as we talk about 
trying to define where these policy decisions and extremely difficult 
foreign policy decisions are going to be made, and where they are and 
how we can trace those down and we, in the Congress, can have some 
feel for them, you simply give us an end run by coming up that we 
have really no procedures that we can look to. We have no audit staff 
anymore. We have an OMB Director, who tells us that he is depending 
upon those internal audit procedures, and yet we find that their task 
has been cut back and cut down. 

I simply make the point in order that those differentiations between 
20 and 30 and 40 years ago that you were pointing out to Mr. Giaimo 
and scored on him with don’t just simply slip past us as credits to you. 

Mr. Colby. I don’t know quite what your point is. 

Mr. Hayes. I am not trying to slip anything past you. I am trying 
to reflect the fact that the world has changed, the Nation has changed, 
the intelligence business has changed. And the Congress has changed. 

Mr. Colby. And the Congress is changing, and my job is to try to 
run the intelligence community and the Central Intelligence Agency 
as well as I can, and respond to Congress in the way that Congress 
wants me to respond to it. I am totally prepared to respond to 
Congress. 

Mr. Hayes. But you see in fact most of the policy judgments that 
you have made run counter to that, because in fact when you do away 
with internal auditing procedures and along with that the personnel 
to accomplish those 

Mr. Colby. I did not do away with internal audit procedures, Mr. 
Hayes. 

Mr. IIayes. You don’t say doing away with 11 people out of the 
contingency of 15, and not redirecting their efforts, was an effort 

Mr. Colby. I think that was a reasonable judgment based upon 
the quality of the material that I was very familiar with, and had 
read over the previous 3 *ear or two. I was not impressed with its 
value in determining for mo any novel insights into the working of 
CIA that I did not know otherwise. I am convinced that today I do 
need more in that staff, but again the recommendation of my Inspector 
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General does not mean to say to go back to reinstitute that old 
procedure. 

Mr. Hayes. Even though OMB may have been depending upon 
the existence of that, to take your word that what was done on 
certificate was done in a correct fashion? 

Mr. Colby. No; I think OMB was dependent upon many other audit 
procedures we had in the Agency. The activities of the Office of 
Finance, the activities of the Comptroller, the activities of the audit 
staff, the activities of the General Counsel, the activities of the dif- 
ferent deputy directors with their direct responsibilities. There are 
many other ways of finding out what is going on in that agency 
other than depending on the IG to tell you. 

Mr. Hayes. That is right, and we are depending on one last court 
of resort here and that is you at this point, because all of those others 
have disappeared. 

Mr. Colby. They have not disappeared. I have mentioned them. 
They all exist. They are right there, and you will have access to those 
reports of the audit staff, of the Inspector General, to the extent that 
there are those. You have seen some of those. You will meet the in- 
dividual Deputy Directors. You will see the reports of the General 
Counsel. You will see the work of the other — the Comptroller work. 
All of those processes are available for your inspection. I believe that 
you will find that the Agency is very well managed indeed. 

Chairman Pike. The time of the gentleman has expired. 

Mr. Johnson? 

Mr. Johnson. Thank you, Mr. Chairman. 

I want to return, Mr. Colby, to what I regard as most critical. 
That is the deficiency in our oversight system within the Congress. 
We were talking during the last 5-minute period that I had about the 
method that you had utilized to report to the two Members of Congress 
in detail and to the other two Members of Congress just in very general 
terms as to the contents of the Inspector General's report of Mav 21, 
1973. 

Do you know if the details of that report were made available to 
Members of Congress as those events occurred? In other words, this 
report covers a long period of time. 

Mr. Colby. Yes; I think the general answer would have to be no, 
Mr. Johnson. There might have been fe\v of them that were revealed 
from time to time, but I think the general answer is no, just knowing 
the degree to which matters were discussed in those previous years. 

Mr. Johnson. Why w r as that? As I have read through your testimony 
I have seen where you have said that you personally nave only been 
here for a short period of time — since 1973 — so I don't know if you are 
even able to comment on what previous Directors did, what occurred 
in their conversations and in their reporting process to the Congress. 

You have indicated that you make available what is asked for. 
If a man doesn't know what to ask, obviously he is at a great dis- 
advantage in trying to find something out. 

Mr. Colby. I have a further obligation that I have undertaken to my 
oversight committee to tell them. 

Mr. Johnson. I want to make clear once again that the reforms 
you have initiated are worthwhile, laudable, and commendable and 
the public at large when they realize the extent of them wall be grateful 
to you even though you are getting a lot of heat right now, but there 
may be other Directors who will return to previous ways and we want 
to stop that. 
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Mr. Colby. Right. 

Mr. Johnson. There really isn’t any need to go into the sensational 
aspects of all this if we don't profit by it and learn to be able to pre- 
vent them in the future. 

Mr. Colby. Sure. 


Mr. Johnson. Now, if the Members of Congress, those few Members 
who were involved, did not know of these activities as they went on, 
then obviously our oversight system was terribly deficient and has 
been, and I want to emphasize and see that that is emphasized again 
and again, so that the Congress will not object when we recommend 
changes. 

Mr. Colby. On that, Mr. Johnson, I participated in the briefings of 
Congress to some extent during the 1960’s, and I met various Congress- 
men abroad when they would visit one of our stations. 

In general I think we tried to give a fair picture of what was going on. 
We would go into really some detail on only some major operation, 
but we tried to give a reasonable picture. 

In the 1960’s, for example, we gave a rather full description of what 
was happening in Laos, but I wouldn’t say we described every little 
thing around the world. 

Mr. Johnson. In providing some of the details that Congressman 
Dellums has asked for, I wonder if it would be possible for you, in 
conjunction with our staff, to prepare a calendar of events, when 
things happened, such as those that are outlined in the Inspector 
General's report, when they happened, who in the Congress was 
informed? 


Mr. Colby. Right. 

Mr. Johnson. How they were informed, the same thing with respect 
to all of the briefings of Congress with respect to the budget. It is my 
understanding that in preparation for the 1969 budget, only one 
Member of Congress was even informally briefed on it, and that 
satisfied the other Members and they forgot about it. I don’t know if 
that is a true story or not. 

Mr. Colby. I don’t know whether it is. 


Mr. Johnson. But that is one of the things that we have an indica- 
tion of what may have happened, so I wonder if it would be possible 
for you to prepare this kind of calendar of events, when these nefarious 
activities occurred and who was briefed, and when, and then whatever 
happened to that information insofar as the Congress is concerned? 

Air. Colby. Yes, Mr. Johnson, I would be glad to. 

Mr. Johnson. That may get the monkey off the back of some of 
your predecessors. 

Mr. Colby. Some of the things I think we will find were reported 
rather fully and some just did not reach that level. 

Mr. Johnson. Thank you. 

Chairman Pike. Mr. Lehman? 


Mr. Lehman. Thank you, Mr. Chairman. 

I will try to be very brief because I know Mr. Colby has some other 
appointment. 

Will you repeat the statement you made on the Monday meeting in 
regards to the role of the organization such as the CIA in the 1944 
plotting against the life of Hitler? You made some statement and it is 
still kind of turning in my mind. 

Mr. Colby. It was a little hyperbole, Mr. Lehman. I was saying that 
I am against assassination. I do not agree with it. I think it is wrong 
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and I think it is counterproductive, and I have issued directives 
against it, but I confess in the dark, backreaches of mv mind I would 
have very cheerfully helped carry the bomb into Hitler’s bunker out 
in Poland in 1944. 

Mr. Lehman. To pursue that, in other words, at some point it 
would be the proper function of CIA to participate in assassinations? 

Would you have done the same thing to Hitler in 1940, before we 
ever got into war? 

Mr. Colby. No; I do not think so. I draw the distinction in that 
case, Mr. Lehman, if you send young men out to die, I don’t think 
old men ought to be immune. 

Mr. Lehman. Would you have participated — I am just trying to get 
some boundaries of philosophy that will help me later — would you 
have done the same thing toHirohito at the same time you did to 

Mr. Colby. Absolutely not, Mr. Lehman. Our Government took 
rather extensive efforts to avoid having anything untoward happen 
to the Emperor Hirohito all during the war. 

Mr. Lehman. I think that I will just yield back the balance of my 
time. 

Chairman Pike. You can reserve the balance of your time. 

Mr. Colby, I understand that you have to have a meeting with the 
Secretary of State. At this time, I will entertain a motion that the 
committee go into closed session. 

Mr. Kasten. Mr. Chairman? 

Chairman Pike. Mr. Kasten. 

Mr. Kasten. Mr. Chairman, I move that the committee resolve 
itself into executive session. 

Chairman Pike. The clerk will call the roll. 

The Clerk. Mr. Giaimo? 

Mr. Giaimo. Aye. 

The Clerk. Mr. Stanton? 

Mr. Stanton. Aye. 

The Clerk. Mr. Dellums? 

Mr. Dellums. No. 

The Clerk. Mr. Murphy? 

[No response.] 

The Clerk. Mr. Aspin? 

Mr. Aspin. Aye. 

The Clerk. Mr. Milford? 

Mr. Milford. Aye. 

The Clerk. Mr. Hayes? 

Mr. Hayes. Aye. 

The Clerk. Mr. Lehman? 

Mr. Lehman. No. 

The Clerk. Mr. Kasten? 

Mr. Kasten. Aye. 

The Clerk. Mr. Johnson? 

Mr. Johnson. Aye. 

The Clerk. Mr. Pike? 

Chairman Pike. Aye. 

The committee is in recess until 2 o’clock this afternoon in executive 
session. 

[Whereupon, at 12 :40 p.m., the committee was recessed, to reconvene 
at 2 p.m., this same day.] 
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THURSDAY, AUGUST 7, 1975 

House of Representatives, 

Select Committee on Intelligence, 

Washington, D.C. 

The committee met, pursuant to recess, at 10:05 a.m. in room 2118, 
Jtayburn House Office Building, Hon. Otis G. Pike [chairman], 
presiding. 

Present: Representatives Pike, Giaimo, Dellums, Murphy, Aspin, 
Milford, Hayes, Lehman, McClory, Johnson, and Kasten. 
v Also present: A Searle Field, staff director; Aaron B. Donner, 
general counsel; Richard S. Vermeire, counsel; James B. F. Oliphant, 
counsel; Peter L. Hughes III, counsel; Roger Carroll and Charles 
Mattox, investigator. 

Chairman Pike. The committee will come to order. 

Today we move from the intelligence-gathering activities which 
are at least supposed to be operating in gathering foreign intelligence, 
to those which are gathering intelligence here in America. 

Our very efficient staff has provided in the backup book a chapter 
from a book, based on a conference held at Princeton in 1971, “In- 
vestigating the FBI,” and the title of the chapter is “The Bureau’s 
Budget — A Source of Power.” 

It starts out, “The Federal Bureau of Investigation’s budget — 
like the organization itself — stands unique within the Federal 
Government.” 

[The chapter on the FBI’s budget, excerpted from “Investigating 
the FBI” and cited by Mr. Pike above, is by Walter Pincus. It is 
printed on pages 573 to 592 of the appendix.] 

I am not going to read any more of this, but it is difficult within 
the domestic intelligence-gathering activities, as well as within the 
foreign intelligence-gathering activities, to find out exactly how much 
is being spent on gathering intelligence over American citizens. 

We have today, as our principal witness this morning, Mr. Glen 
Pommerening, the Assistant Attorney General for Administration, 
accompanied by Mr. Eugene W. Walsh ahd Mr. James F. Hoobler. 

We are delighted to have you here. I want you to tell us all you 
can tell us about how much money you spend for gathering intelligence 
over American citizens and foreign citizens who are located within 
America. 
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STATEMENT OF GLEN POMMERENING, ASSISTANT ATTORNEY GEN- 
ERAL FOR ADMINISTRATION, ACCOMPANIED BY EUGENE W. 

WALSH, ASSISTANT DIRECTOR, ADMINISTRATIVE DIVISION, FED- 
ERAL BUREAU OF INVESTIGATION; AND JAMES F. HOOBLER, 

DIRECTOR OF MANAGEMENT PROGRAMS AND BUDGET STAFF FOR 

THE JUSTICE DEPARTMENT 

Mr. Pommerening. Thank you, Mr. Chairman. 

I appreciate the chance to appear before you today to talk about 
the Department of Justice budget as it relates to intelligence activities 
and the process by which these activities are reviewed. 

My comments, of course, will be based- upon my firsthand knowledge 
. of the process, a review of the records of my organization and its 
predecessor, and such elements of historical knowledge of the Depart- 
ment as may be within my knowledge. 

Part 28, subpart O, of the Code of Federal Regulations, vested in 
the Assistant Attorney General for Administration the responsibility 
to supervise, direct, and review the preparation, justification, and 
execution of the Justice budget. This responsibility encompasses the- 
setting of general policies and procedures for the formulation of the 
overall budget requests for the Department and for each subordinate 
oiganization for a given fiscal year. 

Our budget, like that of most other agencies, has traditionally 
reflected a “categorical” approach, organized by appropriation and 
organization, so that the programs of a given organization have fallen 
under one or more generalized budget “activities.” In the past, these 
broad categories have not, by themselves, provided much detail on 
the scope of particular programs. 

Beginning with the fiscal year 1975 budget cycle, however, the 
Department took steps to initiate a more thorough form of budget 
review when it initiated its management-by-objectives (MBO) pro- 
gram. Under this program, all organizations provided specific objee- 
- tives for all of their programs for that year. 

In the fiscal year 1976 cycle, the Department integrated the man- 
agement-by-objectives program with the traditional budget process.- 
Tnis step required -all organizations to provide specific program 
objectives in support of their fiscal year 1976 funding request. For 
the first time, the Department received financial data at the program 
level of detail, and all major organizations participated in an indepth 
"internal hearing process with senior department officials. 

The purpose of these internal departmental hearings was to ex- 
plore significant policy, program, and resource issues, including those- 
matters relating to tlie intelligence activities of the Federal Bureau 
of Investigation. 

In carrying out this new program, the Federal Bureau of Investiga- 
tion made the most extensive submission of data that had ever been 
given the Department. 

While the Department's fiscal year 1976 management-bv-objectives 
budget formulation and internal review process did provide a more 
comprehensive level of information to the Department’s leadership, 
it was evident that a more structured, programmatic perspective was 
required to provide greater detail and to facilitate cross-organizational 
analysis of Department programs. ’ 
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Consequently, for fiscal year 1977, the Department has developed 
and implemented an MBO/budget planning system with a detailed 
program budget structure which highlights over 350 specific programs, 
including those dealing with intelligence gathering. 

This structure enables, and indeed requires, each organization to 
•describe to the Department its fiscal year 1977 plans and the level of 
resources required. This system is still developmental in the sense that 
this is the first year it has been tried, but we expect to refine and follow 
th : s basic programmatic approach in future years, at least for internal 
review purposes. 

In the fiscal year 1977 cycle, the FBI submitted detailed data on 42 
separate programs, some of which are linked directly to its intelligence 
and counterintelligence programs. Much of this material is classified 
“Secret,” but the submission is the most comprehensive the FBI has 
ever submitted as part of the Department’s budget review process. 

The Drug Enforcement Administration reported 38 program areas 
for fiscal year 1977, of which 6 related to intelligence, it noted that 
DEA has a budget activity for intelligence activities. The Immigration 
and Naturalization, Service reported 34 program areas for fiscal year 
1977, of which two were related to intelligence. Other organizations 
reporting programs related to intelligence activities in fiscal year 1977 
are the Criminal Division and the Office of the Deputy Attorney 
General, which reported one intelligence program area respectively. 

The internal review process for fiscal year 1977 continued the 
practice of extensive internal hearings oriented toward policy and 
program issues. 

In summary, the Department had a basic but limited capacity to 
•evaluate program and budget requests prior to 1974. Since then the 
amount of program information and analytical expertise available to 
the Department has increased markedly. These changes have im- 
proved the Department’s ability to review programs. Although the 
formal submission to the OMB and the Congress does not reflect a 
comparable level of detail, we believe that our new. MBO/budget 
planning system, and any subsequent refinements, will continue to 
insure Department awareness of intelligence programs and facilitate 
our ability to evaluate these programs and supporting budget requests. 

This concludes my prepared statement, Mr. Chairman. Accom- 
panying me today are Mr. Eugene W. Walsh, Assistant Director for 
the Administrative Division of the FBI and Mr. James F. Hoobler, 
Director, Management Programs and Budget Staff for the Depart- 
ment. We will be happy to answer any questions we can in this session 
and if you have questions related to classified material, we would be 
happy to respond to them at the appropriate time. Mr. Walsh also has 
a prepared statement. 

[Mr. Walsh’s prepared statement follows:] 

Statement of Mr. Eugene W. Walsh, Assistant Director, Administrative 
Division, Federal Bureau of Investigation 

Mr. Chairman and members of the committee, the opportunity to appear before 
this committee is appreciated and I will do my best to respond fully and accurately 
to questions regarding the FBI's budget and programs. _ 

While the FBI has submitted its budget request to the Department in a pro- 
grammatic form only since the fiscal year 1975, it has always submitted its requests 
in strict conformance with Office of Management and Budget circular A-l 1 as do 
other agencies. This circular sets forth very detailed instructions concerning the 
preparation and submission of budget estimates. 
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However, extensive detail was provided in testimony before the Office of Man- 
agement and Budget and congressional Appropriations Subcommittees with re- 
gard to the various FBI programs. Prior to the hearings for fiscal year 1975, the 
congressional appropriations hearings were held in executive session. Former 
Director Hoover customarily gave a portion of his testimony off-the-record when 
counterintelligence or other highly sensitive matters were discussed. At the con- 
clusion of the open hearings held by the House Appropriations Subcommittee in 
connection with the fiscal year 1976 request, an executive session was called by 
the chairman to permit a discussion of counterintelligence and other similarly 
sensitive matters. 

The FBI has always been willing to answer any inquiries by the Appropriations 
Committees or any other congressional committees concerning its programs or its 
use of funds. During the course of this present hearing, Mr. Chairman, should 
sensitive questions of a classified nature involving national security be brought up 
for response or discussion, I would request that this be done in executive session » 

Chairman Pike. Let us start with the basic question as to classified 
material. Who classifies it? 

Mr. Pommerening. Materials we receive are classified by the 
Federal Bureau of Investigation. 

Chairman Pike. Are they classified by the Director of the Federal 
Bureau of Investigation or are they classified at some lower level? 

Mr. Pommerening. I believe they are classified at a lower level but 
Mr. Walsh could better respond to the question. 

Chairman Pike. Who classifies the budget “secret?" 

Mr. Walsh. In this particular response, Mr. Chairman, I acted as 
the classification officer, and it bears my number, No. 9. 

Chairman Pike. Now, what is there about the budget of the FBI 
that requires it to be secret? 

Mr. Walsh. Mr. Chairman, there is nothing about the total budget 
that requires it to be secret. The only classification 

Chairman Pike. All right, then what is the total budget of the FBI? 

Mr. Walsh. The total budget of the FBI, Mr. Chairman, for fiscal 
year 1975, amounts to $449,546,000. 

Chairman Pike. Roughly $450 million? 

Mr. Walsh. That is right, sir. 

Chairman Pike. Now, of that total amount, can you tell us how 
much is classified “secret?" 

Mr. Walsh. I can’t tell you exactly, Mr. Chairman, but the idea of 
the classification is 

Chairman Pike. You mean you can’t tell us because you don’t 
know or you decline to tell us in open session? 

Mr. Walsh. No, sir. WLat I mean is, if I may have an opportunity 
to explain in my own way, what we are seeking to do is not to reveal 
the specific resources and manpower committed to counterin- 
telligence — 

Chairman Pike. I understand that, but I am not asking you 
specifically about resources and manpower. I am asking you for the 
number of dollars as to which you can’t give us any details. How much 
of that $450 million FBI budget is secret? 

Mr. Pommerening. Mr. Chairman, in our interpretation of the 
t budget submission we have received from the FBI and the classifica- 
' tions that have been applied to them, the amount that we consider 
in one way or another constrained by classification is $82,488,000, 
which is for fiscal year 1975. 

Chairman Pike. Of the amount which is not classified, how much is 
dedicated to gathering intelligence? 
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Mr. Pommereninq. None. 

Chairman Pike. So all of the money which is dedicated to gather- 
ing intelligence falls within the secret budget? 

Mr. Pommereninq. That is correct. - 

Chairman Pike. Is all of the money within the secret budget dedi- 
cated to gathering intelligence? 

Mr. Pommereninq. My interpretation of the budget submission 
is that the answer is yes. 

Chairman Pike. Now, tell us why the amount of money — well, I 
guess it isn’t secret any more because you have now told us how much 
of it is secret, so that is no longer a secret. 

We have got $82 million worth of “un-line-itemed” expenditures 
for the gathering of intelligence. 

Does the GAO audit these expenditures? 

Mr. Pommereninq. Yes; they do. 

Chairman Pike. On a complete line item basis whenever they want 
to without any restrictions? 

Mr. Walsh. May I respond to that, Mr. Chairman? 

Chairman Pike. Certainly. 

Mr. Walsh. Before I do, I would ask your leave to clarify one 
statement. I am not positive that the $82 million figure mentioned 
by Mr. Pommerening includes intelligence gathered in the field of 
organized crime. 

I would have to check that to make absolutely certain but I feel 
that type of intelligence is not included in the figure that Mr. Pom- 
merening mentioned. 

Chairman Pike. Are you saying what we spend for intelligence 
against organized crime is not secret? 

Mr. Walsh. It isn’t secret in the category of the national defense 
or security category, but it would certainly be harmful to our effort 
I would say, Mr. Chairman, if organized crime were aware in specific 
detail 

Chairman Pike. I don’t have any trouble agreeing with you; all I 
am trying to find out is, is the $82 million figure secret intelligence- - 
gathering activities of the FBI which have nothmg to do with organized 
crime? 

Mr. Walsh. Mr. Pommerening has advised me that the entire 
intelligence effort is included in the $82 million and I stand corrected 
on that. 

Chairman Pike. Mr. McClory? 

Mr. McClory. You say that the GAO has reviewed the budget 
- of the Department of Justice and the FBI, and if so, where is the 
GAO report? Is that available to us? May we have a copy of that? 

Mr. Walsh. If I may explain, Cohgressman/McClory, I have some 
exact data here on the extent of their audit arid it is as follows: 

During the past 15 years the General Accounting Office has con- 
ducted two separate site audits relating to an examination of the 
Bureau’s payroll records. 

On January 18, 1964, an audit of payroll records covering the period 
Juno 1, 1961, through January 18, 1964, was completed. 

On August 3, 1972, GAO completed an audit of payroll records 
covering the period January 19, 1964, through January 8, 1972. 

Mr. McClory. They have really never audited the expenditures 
of the FBI, have they? 
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Mr. Walsh. For the record, if I could add one additional thing, 
with regard to the GAO audit of voucher records, three separate site 
audits have been made during the past 15 years. 

In January, 1965, GAO completed an audit of all voucher and re- 
lated records for the fiscal years 1961 through 1964. 

In May 1969 their audit covered the fiscal years 1965 through 1968 
period and in April 1972, GAO audited these records covering fiscal 
years 1969 through 1971. That is the extent of their audit except for 
what is going on at the present time. 

Mr. McClory. The FBI refused access to GAO for auditing their 
expenditures. How about the secret funds, the intelligence funds? 
They haven’t been audited by the GAO, have they? 

Mr. Walsh. No; Mr. Congressman, they have not specifically 
audited funds for intelligence. 

Mr. McClory. How many people worked on the FBI budget? 

Mr. Pommerening. Mr. Chairman, I think that is a question for 
me. Mr. Walsh, of course, has an extensive staff assisting him in the 
preparation of the budget submissions of the FBI. 

The staff which is available to me in budget preparation for the 
entire Department is 53 in number. 

Mr. McClory. How many do the FBI? 

Mr. Pommerening. There are a total of five analysts assigned to the 
Federal Bureau of Investigation. 

Mr. McClory. How many OMB personnel really go into the FBI 
budget? 

Mr. Pommerening. The Office of Management and Budget, I 
understand, has seven people whose responsibility includes the entire 
Department of Justice and the entire Department of the Treasury. 
They only have one person that I know of with the FBI. 

Mr. McClory. Now, did the former Director, J. Edgar Hoover, 
defend funds that were available to him separately for his personal 
investigations, or his personal files that he maintained? 

Mr. Walsh. To my knowledge, sir, he did not. 

Mr. McClory. Would that be covered in any fiscal report, any 
budgetary report? 

Mr. Walsh. I don’t know that it would be covered anywhere, Mr. 
McClory. I just have never heard this situation raised. 

Mr. McClory. How about the program of Cointelpro? Are you 
familiar with that? 

Mr. Walsh. I am familiar with that, sir, in a very general way. It 
was never under my supervision 

Mr. McClory. Was that program presented to the Appropriations 
Committees of the House and the Senate, and appropriations spe- 
cifically designated for' that program? 

Mr. Walsh. The Cointel program, as I understand it, was discussed 
off the record by Mr. Hoover before the House Appropriations Com- 
mittee, on at least six occasions. 

Mr. McClory. That would be a program that would go into the 
secret, unaudited funds, would it not? 

Mr. Walsh. That program, sir, was not separately funded. There 
is no fund specifically assigned to what you are referring to as the 
Cointelpro. 

Mr. McClory. Are the funds for those purposes discontinued, at 
the present time, do you know? 


Mr. Walsh. That program has been discontinued. 

Mr. McClory. My time is already up. Thank you. 

Chairman Pike. Mr. Dellums? 

Mr. Dellums. Mr. Chairman, I request unanimous' consent to 
reserve my time. 

Chairman Pike. Mr. Murphy? 

Mr. Murphy. How are the covert programs in the FBI currently 
reflected in the budget? 

Mr. Pommerenino. Mr. Murphy, the way the budget is submitted 
through the Office of Management and Budget and to the Congress, 
the funds which are used for intelligence purposes are included under 
the category Security and Criminal Investigations and Field 
Investigations. 

Mr. Murphy. Is any of this money ever transferred to other 
agencies? 

Mr. Walsh. No, sir. 

Mr. Murphy. Could you tell us how much money was spent last 
year on electronic surveillance? 

Mr. Walsh. I do not have that information, Mr. Murphy. I would 
regard it as being confidential in the interests of national security. I 
would say if this committee required that information, we could 
obtain it and submit it but I do not have that information. 

Mr. Murphy. I wish you would submit it. We do require it. Would 
you please submit it to the committee? 

[The information requested by Congressman Murphy will be 
printed in the appendixes of the November 18, 1975, hearing.]. 

Mr. Murphy. I y et me know if you use any other intelligence, 
garnered through electronic surveillance, from any other agency. In 
other words, does the NSA or the Central Intelligence Agency, do they 
let you share information they receive through electronic surveillance, 
or any other method in which they get it? 

Mr. Walsh. If I may preface my response, Mr. Murphy, I am not 
an expert in this field. 

Mr. Murphy. To whom should we address these questions? 

Mr. Walsh. That particular question would be within the realm of 
the responsibility and knowledge of Assistant Director Wannall. I 
know in a general way, Mr. Murphy, that all agencies in the intelli- 
gence community share intelligence information. 

Mr. Murphy.' Did our staff indicate to you that we might get into 
these areas before your appearance here today? 

Mr. Walsh. Not this particular area; no. 

Mr. Murphy. Any of you gentlemen? Your answer is no? 

Mr. POMMERENING. No. 

Mr. Murphy. Do you maintain a central registry of informants’ 
names? 

Mr. Walsh. Yes, we do, Mr. Murphy. 

Mr. Murphy. Mr. Chairman, I am going to reserve what time I 
have left and pass at this moment. 

Chairman Pike. Mr. Aspin? 

Mr. Aspin. Thank you, Mr. Chairman. 

Are any of you gentlemen the kind of person who could give us some 
opinions about the current status of wiretapping and what is legal and 
what is not legal? Is that in your purview? 

58 - 920 — 75— —18 ' 
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Mr. Walsh. It is not in mine, Mr. Aspin. 

Mr. Abpin. Do you know, for example, does the FBI or the Justice 
Department provide information to the NSA and ask the NSA to help 
in conducting surveillance? I am thinking particularly of the NSA’s 
wiretap operations. Do you provide input for them on those? 

Mr. Walsh. I honestly can’t respond to that because of lack of 
knowledge, Mr. Aspin. It is not in my field and I really don’t have that 
information. 

Mr. Aspin. Could you tell us about the $82 million in the budget? 
Give us broad categories as to what that goes to. What are the differ- 
ent things for which that money is spent? 

Mr. Pommerening. Mr. Aspin, the subcategories of that item — and 
I hasten to add that these are not all secret funds — the security classi- 
fication is applied to the total, to eliminate the possibility, by sub- 
traction, of isolating the figure which is the figure sought to be 
protected. 

The program activities which are included in that category are, in- 
ternal security, counterintelligence, and intelligence — broken down 
into general criminal, organized crime, internal security intelligence, 
and counterintelligence. 

Mr. Aspin. Can you tell us broadly within that — are there any 
numbers that can be released about how much is spent on those things? 

Mr. Pommerening. That is the problem we have, Mr. Aspin. If we 
release some, by the process of elimination 

Mr. Aspin. Which is the biggest? Can you give me an order of 
magnitude of how much is spent? 

Mr. Pommerening. There are three of them that are at about the 
same level. 

Mr. Aspin. Can you tell us which three those are? Are those the 
three largest? 

Mr. Pommerening. Internal security, counterintelligence, and 
intelligence with its subcategories, are all 

Mr. Aspin. Are all three about the same? 

Mr. Pommerening. That is correct. 

Mr. Aspin. What is the difference between internal security and 
counterespionage? 

Mr. Pommerening. In general terms — and, of course, the interpreta- 
tion of these definitions, in large part, must rest with the operating 
agency which must assign costs and man-years between them. Under 
the internal security category — general guidelines — we have violation 
of constitutional rights, including civil rights; problems of terrorism, 
and problems of anti-Government activity. 

Mr. Aspin. Counterespionage would be what? 

Mr. Pommerening. In counterintelligence, we have the general 
problems of reviewing and being aware of intelligence activities of 
other nations, and attempts to assess the extent of them and to take 
appropriate measures to deal with them. 

Mr. Aspin. If you did wiretaps, for example, they might be under 
any of those? 

Mr. Pommerening. Yes. 

Mr. Aspin. As the cost of a particular wiretap connected with it, 
it would fall under the category of whatever it was, espionage, or there 
might be an internal security wiretap; is that right? 

Mr. Pommerening. Yes. 
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Mr. Abpin. Mr. Chairman, my time is up. 

Chairman Pike. Mr. Kasten? 

Mr. Kasten. I want to go back to a question Mr. McClory raised. 
How was Cointelpro reflected in the FBI budget? 

Mr. Walsh. Mr. Kasten, there is no such program at the present 
time. 

Mr. Kasten. How was it reflected in the FBI budget? It is my 
understanding it was not reflected in the FBI budget. Is that your 
understanding? 

-Alfe Walsh. Yes, sir. It was part of a general category of field 
investigations. 

Mr. Kasten. If another program like that were instituted today 
or tomorrow, would it be reflected in the budget under the new 
procedure, under the new format, or would it still be not listed? Would 
it still be completely hidden? 

Mr. Walsh. It would have to be reflected in the material that we 
submit to the Department of Justice, specifically to Mr. Pommeren- 
ing’s organization, but I don’t believe the formal budget submission 
has been adjusted by Congress to require, or reflect, that type of 
information. 

Am I correct on that? 

Mr. Pommerening. Yes. 

Mr. Kasten. In fiscal year 1976 how many FBI personnel were 
stationed abroad? 

Mr. Walsh. From recollection, sir, I would say 83, subject to cor- 
rection of one or two employees. 

Mr. Kasten. It could be there were 77 — 54 legal attaches and 43 
support people? 

Mr. Walsh. That would be approximately correct. 

Mr. Kasten. About how much money do you think these people 
cost? 

Mr. Walsh. I don’t have that, sir, but I can easily obtain it. 

Mr. Kasten. Would $4.2 billion be it? 

Mr. Walsh. That does sound reasonable, sir; yes. 

Mr. Kasten. I want to ask some questions about the activities of 
the FBI abroad. Would you characterize a program to insure — I am 
quoting from a report tnat you prepared— “a program to insure a 
constant and prompt exchange of information” a form of intelligence 
gathering? 

Mr. Walsh. I think it could be so characterized. 

Mr. Kasten. If this were done overseas, would it not be a form of 
foreign intelligence gathering? 

Mr. Walsh. I think, Mr. Kasten, it depends on your definition. 
We are not operational in any way whatsoever abroad. We must rely 
on what our counterparts impart to us 

Mr. Kasten. That quote “program to insure a constant and prompt 
exchange of information” which you agreed was a form of intelligence 
gathering, was extracted from the budget justification for the FBI 
legal attache program. That is page 117 of tne fiscal year 1977 spring 
planning call. 

Mv question is, why isn’t the legal attache program simply called 
“foreign intelligence”? 


Mr, Walsh. Primarily, Mr. Kasten, because that would constitute, 
I would say, a minor portion of their responsibilities. A great deal of 
their efforts go into an exchange of criminal information and searching 
out of information, regarding fugitives who are abroad and things of 
that nature. 

Mr. Kasten. You said it would be a minor part of their 
responsibilities. Could you define further that minor part of their 
responsibilities. The foreign intelligence part of the legal attachd re- 
sponsibilities, which you said was a minor part? Exactly what is that? 

Mr. Walsh. You take the normal legal attach^ office, it has only 
one or two agents assigned. That office has the responsibility of 
maintaining liaison with the top law enforcement agencies in the 
entire area under its jurisdiction. 

Mr. Kasten. There is a portion which you would describe as foreign 
intelligence; is that correct? 

Mr. Walsh. It could be so described, Mr. Kasten; yes, sir. 

Mr. Kasten. In the spring planning call of ‘fiscal year 1977, I have 
a question about an informant classification of $413 million. Why 
was this listed under Object Class 212, “Travel and Transportation 
of Persons," this year where in previous years it was listed under a 
category called Other Services? Why are you making this change? It 
makes it hard to follow if you keep putting the numbers in different 
categories. 

Mr. Walsh. What happened there, Mr. Kasten, if you will give me 
a moment to refer to tins, historically, payments to informants were 
carried in the FBI budget under Object Classification 21, entitled 
“Travel and Transportation of Persons.” 

Beginning with fiscal year 1977, it was decided in conference with 
the Department of Justice that it would be more appropriate, if it 
were set forth under Object Classification No. 25, which is Other 
Services. 

Mr. Kasten. My question was, what are you doing here? Do you 
just think it is more appropriate? 

Mr. Walsh. What happened, sir, in the past fiscal year, the Congress 
restricted travel by statute during the middle of the fiscal year and 
the interpretation that we placed on that was a very strict one and 
we construed it to mean that any expenditure by the FBI under 
Object Classification No. 21 had to be restricted by that congressional 
enactment. 

Chairman Pike. The time of the gentleman has expired. 

Mr. Milford? 

Mr. Milford. I will reserve my time, Mr. Chairman. 

Chairman Pike. Mr. Hayes. 

Mr. Hayes. Thank you, Mr. Chairman. 

I wonder if either of you, or anybody, is prepared and can discuss 
-with me the method of budgeting and the procedures that were used 
in the Mississippi civil rights investigation and the ultimate civil 
rights prosecutions, particularly the one in Philadelphia, Miss., 
involving the murder of civil rights workers and the penetration of the 
Ivlan there. Do you happen to know how those budgets were allo- 
cated, how the funds were 

Mr. Walsh. I may be able to give a partial response. 

Mr. Hayes. Maybe you can submit that, if you can’t discuss it now. 

None of you are familiar with that area, how it was done? 



Mr. Walsh. If I may give a partial response, sir. There would 
have been no specific budgeting for that. 

Mr. Hayes. Under your organization chart here, would it not 
be in the Internal Security Branch? Would it have been in the “IS-l” 
section? 

Mr. Walsh. No, sir, Congressman Hayes, that type of investigation 
was supervised in another part of the FBI, the General Investigative 
Division. 

[The organizational chart of the FBI is printed facing page 397 of 
the appendix.) 

Mr. Hayes. Is that a common practice to have something operate 
out of yoqr Intelligence Division, yet being supervised from another 
branch? 

Mr. Walsh. No, sir. What I meant to convey was that civil rights 
can be construed as both a criminal violation and an internal security 
type violation. For a long time, all civil rights cases were investigated 
out of the General Investigative Division. 

We had a whole section, and still do have a whole section, in the 
General Investigative Division, devoted to that type of activity. 

Mr. Hayes. So that General Investigative Division may have used 
part of its funds, then, for what, in essence, can be described — at 
least according to your functional organizational chart — as an in- 
telligence activity? 

Mr. Walsh. Absolutely, sir. 

Mr. Hayes. Penetration of an organization like the Ku Klux Klan 
or any ad hoc group like that? 

Mr. Walsh. Absolutely. Yes, you are correct. 

Mr. Hayes; Would those funds in the other branch have been 
confidentially held and not, for example, allocated after having been 
testified to before the Appropriations Committee? 

Mr. Walsh. There was no testimony, Mr. Hayes, required, as to 
that type of funding. Testimony would have been in general terms. I 
cannot recall ever being required to testify with that degree of 
specificity. 

Mr. Hayes. Let me discuss at this point, then, in terms of funding 
the items for the intelligence division’s work and particularly that 
part outlined as the “IS-1” section which has to do with black and 
American Indian extremists and white hate organizations and indi- 
viduals, extremist Spanish-American activities, civil unrest and acts 
of violence, extremist informants. Now, the funding for that particular 
operation, is that a hidden budget item, or do you have a line item 
listed like that? 

Mr. Walsh. We don’t have a line item, Mr. Hayes, but I don’t 
regard it as hidden funding. It is simply that in presenting our budget 
for congressional approval, there has not been a requirement to specify 
with that degree of particularity, all of the expenditures of the FBI. 

If that were done, sir, I submit the FBI budget would be hundreds 
of pages. 

Mr. Hayes. I don’t want to quarrel with you about it. You may be 
right. It may be 9,000 pages. 

Is it a matter to which you testify as to what kind of operations 
and programing you intend to carry out under that section when you 
go down and testify? Do you testify in closed hearings on that item? 
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Mr. Walsh. No, Mr. Hayes, the type of testimony is published. 
I have here a reprint of the 1976 testimony before the House Subcom- 
mittee on Appropriations. 

Mr. Hayes. I understand. Have you ever confidentially testified — 
I am not asking about the substance of it — have you ever confidentially 
"testified as to what type activities you carry out under that section, 
to a committee of Congress? 

Mr. Walsh. I have no recollection that that was done. 

Mr. Hayes. Has anybody? 

Mr. Walsh. I couldn’t say 100 percent that it was not, but I have 
no recollection or knowledge that it was done. 

Mr. Hayes. Thank you. 

Chairman Pike. Mr. Johnson. 

Mr. Johnson. Thank you, Mr. Chairman. 

I think, Mr. Walsh, you testified that the organized crime portion 
of the budget was included in the $82 million that was kept secret; 
is that correct? 

Mr. Walsh. Mr. Johnson, that was organized crime intelligence to 
which reference was made. 

Mr. Johnson. Why would that be regarded as an intelligence- 
gathering activity, and why must that be kept secret? The amount 
you spend 

Mr. Walsh. It would provide some assistance to those elements in 
organized crime which we are attempting to counter, if they knew 
exactly how much money was being committed for intelligence gather- 
ing and exactly how much manpower was being committed by the 
FBI to counter the threat which organized crime imposes upon this 
country. 

I think that information would be extremely valuable to them. 

It is not classifiable as national security information, but I do 
believe it should not be publicly revealed. , 

Mr. Johnson. That is the justification for its not being published; 
is that right? 

Mr. Walsh. That is it, sir; yes. 

Mr. Johnson. Who classifies that? Who makes the determination 
it should be classified? 

Mr. Walsh. We made that determination in executive conference 
of all the assistant directors, and the Director, and it is a matter of 
policy that the FBI’s position is that should this information be 
revealed publicly, it would be a source of comfort to organized crime 
figures whose activities 

Mr. Johnson. You, yourself, made that determination even though 
you admit it is not a matter of national security. 

Mr. Walsh. That is exactly right. 

Mr. Johnson. Did any Members of Congress object to that, as far 
as you know? 

Mr. Walsh. No, sir. 

Mr. Johnson. Did they ever question you about it, as far as you 
know? 

Mr. Walsh. No; not as far as I know, sir. 

Mr. Johnson. Which committee of Congress do you report to 
regularly? 
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' Mr. Walsh. We have no procedure for reporting regularly to any 
committee of Congress, Mr. Johnson. We appear once a year before 
the House Subcommittee on Appropriations and once a year before 
the Senate Committee on Appropriations and that is the extent of 
regular appearances. 

Mr. Johnson. How long do you generally testify before those 
subcommittees? 

Mr. Walsh. Three hours, four hours, something like that, sir. 

Mr. Johnson. During that period of time do they really get into 
your activities? They obviously cannot; can they? 

Mr. Walsh. The various Congressmen have particular items in 
which they are interested and they question the Director, who is the 
principal .witness concerning those items of interest to them, in addi- 
tion to what we have submitted in writing. 

Mr. Johnson. Has there ever been a detailed investigation by the 
Congress as to why you have classified this various information? 
Have they ever asked you to justify the amounts that are spent and 
kept secret from the public, with respect to just the intelligence 
designation of organized crime? 

Mr. Walsh. No, Mr. Johnson. To my knowledge we had no con- 
versation with the Congress on that subject. 

Mr. Johnson. Have you ever been before the Judiciary Committee 
and explained your activities in detail so they can analyze your 
programs and activities? 

Mr. Walsh. I have not, sir, but at the direction of the Judiciary 
Committee we are currently undergoing a rather extensive audit by the 
General Accounting Office. 

Mr. Johnson. But so far as you know, there have never been any 
appearances before the Judiciary Committee explaining in detail the 
intelligence gathering activities and everything designated as intelli- 
gence. 

Mr. Walsh. No; I believe those hearings will be forthcoming, 
Mr. Johnson. 

Mr. Johnson. When was the last time they had any hearings like 
that, if you know? 

Mr. Walsh. I don’t know. 

Mr. Johnson. Not since memory of man goeth to the contrary? 

Mr. Walsh. I just don’t know of any. 

Mr. Johnson. In effect what you are saying then is that there has 
been no congressional investigation, no congressional knowledge. Not 
necessarily as a result of the FBI trying to hide anything, but just 
because the Congress has not looked into it? 

Mr. Walsh. What I am saying, sir, is that we have made our budget 
presentation each year in accordance with statute and 

Mr. Johnson. You indicated that your budget, though, is in very 
broad, general terms. 

When you have your budget presentation, how many line items are 
there? 

Mr. Walsh. I think that term “line item," Mr. Johnson, is some- 
times misunderstood. We do not have a line item budget as such. We 
have program activities under which we budget and they are five in 
number: Security and criminal investigations, identification by finger- 
prints, criminal and scientific laboratory, training, and general 
administration. 
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You could refer to those as line items if you wanted to, but those 
are the items under which we have been rcjjorting traditionally and 
still will be reporting, as I understand it. 

Chairman Pike. The time of the gentleman has expired. 

Mr. Lehman? 

Mr. Lehman. Thank you, Mr. Chairman. 

The four main areas are intelligence gathering, organized crime, 
general crime, internal security, and counterespionage? 

Mr. Walsh. Yes, sir. 

Mr. Lehman. For the sake of understanding what these mean, in 
which of these categories would the Patty Hearst case fall? 

Mr. Walsh. That would be a general investigative activity. 

Mr. Lehman. None of these? 

Mr. Walsh. No, sir. 

Mr. Lehman. For instance, how about the Jimmy Hoffa case: 
would that fall into these categories? 

Mr. Walsh. No, sir, it would not. 

Mr. I »ehman. Do you wiretap and have electronic surveillance in 
all these four areas 1 just mentioned? 

Mr. Walsh. I will have to review that again. 

We do have in the organized crime field wiretaps uiujer title III. 
These are wiretaps- which are pursuant to warrant, authorized by 
title III. 

There are very few that would be utilized in the general crime area 
and they would be within the prescribed boundaries of the statute. 

In the field of internal security, to my knowledge, there are none, 
but I must state I am not the Bureau’s expert on that and as to counter- 
espionage, we have had in the past, and possibly do today — I can’t 
speak authoritatively on that. 

Mr. Lehman. You are not sure whether you have wiretaps or not 
on internal security? 

Mr. Walsh. 1 am quite certain that we do not. 

Mr. Lehman. Do you have any wiretaps on any kinds of classifica- 
tion other than these particular four? For example, political dissidents 
or the enemy’s list from the last administration. 

Do you do any wiretaps other than in these particular four 
categories? 

Mr. Walsh. I know’ of none, Mr. Congressman. 

Mr. Lehman. Have any wiretaps been placed on the Hill, for 
instance? Are there any FBI wiretaps on Capitol Hill in congres- 
sional offices or offices related thereto? 

Mr. Walsh. Absolutely not. 

Mr. Giaimo. Will the gentleman yield? 

Mr. Lehman. 1 yield. 

Mr. Giaimo. Would you know’ if there w r ere? 

Mr. Walsh. Mr. Congressman, this is not my field 

Mr. Giaimo. That can be answered easily. You either would or 
wouldn’t know. My suspicion is you would not know. 

Mr. Walsh. If we are seeking an answer as to a legally consti- 
tuted — 

Mr. Giaimo. Would you know if in fact there are wiretaps on 
Capitol Hill todav? Can you assure us that there are not? 

Mr. Walsh. All I can assure you, sir, is that to my knowledge there 
arc not but it is not my field. 



Mr. Giaimo. You don’t know. 

Mr. Walsh. Legally speaking that is true. 

Mr. Lehman. What I am trying to find out is, if there were, can 
you give me any legal authority for such wiretaps? 

- Mr. Walsh. No, sir. I just am not the expert in that field. I regret 
I can’t answer you question. I am not prepared to do so. 

Mr. Lehman. If there were wiretaps in the Hill, or in any offices on 
the Hill, would they be illegal wiretaps under any legal authority, 
which you would know? 

Mr. Walsh. I just cannot address myself to that question, sir. 

Mr. Lehman. I yield back the balance of my time. 

Mr. Giaimo. I am a little confused as to the thrust of your testimony, 
Mr. Pommerening. Recently you said that heretofore there was no 
need for the type of specificity, then you said there were no procedures, 
and then I understood you to say in response to questions of congres- 
sional oversight, that there were 3- or 4-nour hearings on your budget. 

I have served on the Appropriations Committee since 1963, which is 
quite a long time. Since that time I have formed certain conclusions. 
One of my conclusions was that the FBI had a very sacrosanct budget, 
which truly did not receive an} r kind of congressional oversight or 
or congressional scrutiny. 

Was I wrong in that conclusion and assumption? 

Mr. Walsh. I didn’t play a 

Mr. Giaimo. I understand you didn’t but you have been in the 
Justice Department and I suppose you have been for some years, and 
you are familiar with the budget. 

Mr. Walsh. I represent the FBI, sir, and I am Mr. Walsh, rather 
than Mr. Pommerening. I just wanted to make sure who you want 
to answer the question. 

Mr. Giaimo. You. 

Mr. Walsh. And the question is? 

Mr. Giaimo. On the adequacy of oversight by Congress of the 
FBI’s budget you said there was no need for specificity; procedures 
were few and far between. 

Is it not a fact that for the first time the Bureau’s budget is really 
beginning to be looked at by Congress like other budgets? Hasn’t 
the Bureau’s budget really been treated specially as a practical matter 
by Congress? I don’t think that is a stra nge fact to the American 
people, but I would like to hear your comment on it. 

Mr. Walsh. I think that the testimony of former Director Hoover 
was given great weight by the members of the Appropriations 
Committee. 

Mr. Giaimo. It certainly was, it certainly was. 

Mr. Walsh. That is my response to the question. I believe his 
testimony was given great weight by the members of the Appropria- 
tions Committee. 

Mr. Giaimo. Does that explain the reason why there was very little 
congressional oversight or very little need for specificity or procedural 
development in the budget of the FBI? 

Mr. Walsh. Our budget, sir, was submitted in-compliance with 
OMB guidelines in their circular, A-ll. It went right down the line. 

Mr. Giaimo. I think you have answered the question. 



292 


In response to a previous question, did I understand clearly that 
the reason for secrecy in your budget was primarily, and almost 
practically, so that organized crime could not take comfort from the 
budget figures? 

Mr. Walsh. No, sir, that was a side issue. The principal reason is 
that in our counterintelligence effort, we feel it would be a source of 
comfort to our adversaries if they know the number of employees and 
the financial resources being committed to the counterintelligence 
effort. 

Mr. Giaimo. Now define "adversaries” for me because an adversary 
could be anyone charged with a crime in the United States. 

Mr. Walsh. In this instance we define adversaries as the members 
of foreign intelligence gathering organizations who are directed against 
. the United States. 

Mr. Giaimo. I am referring to that prior colloquy that you had with 
Mr. Kasten. I believe it was about organized crime taking comfort 
from having a knowledge of your secret budget figures. 

Mr. Walsh. Yes, sir. We have a program to combat organized 
crime, and it is well known and it has been testified to that we do have 
such a program and it is my feeling that should a specific number bo 
publicized as to the agent manpower and financial resources being 
committed to that program, it would provide a source of comfort to 
organized crime figures. That is all I meant in that regard. 

Mr. Giaimo. Mr. Chairman, I reserve the balance of my time. 

Chairman Pike. Mr. Field? 

Mr. Field. Thank you, Mr. Chairman. 

Mr. Walsh, I would like to get into the area of duplication and how 
good some of these programs are. I would like to begin with the 
counterintelligence program. 

How much of the $82 million budget goes to counterintelligence? Is 
there an approximate figure you could give us? 

Mr. Walsh. This is just the thing, Mr. Field, that I asked relief 
from answering on the ground 

Mr. Field. Let us say it is substantial portion of the budget. In 
fact I think one of the things the staff was most amazed by is that it is 
a large part of your intelligence budget. 

Does this include overseas authority? In other words, can you da 
some counterintelligence overseas? 

Mr. Walsh. No, sir, we are not operational overseas. 

Mr. Field. You have no counterintelligence overseas. 

Mr. Walsh. You get to a question of definition, Mr. Field. If the 
chief 

Mr. Field. May I interrupt for a second? 

Your own program description indicates that you do. 

Is that wrong? 

Mr. Walsh. No, sir, it is a question of definition, as you see it. 

Mr. Field. I would like to go into the kind of jobs we do here. 

How many foreign agents are there in this country? 

Mr. Walsh. I haven't any idea, Mr. Field and I don’t think any- 
body else does. 

Mr. Field. In other words we spend all this money but we don't 
really know how many people are out there? Do we have even an 
approximate idea within a couple thousahd? 
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Mr. Walsh. I think there are estimates, Mr. Field, ranging up as 
high as 40 percent of the official establishments of some foreign 
governments. 

Mr. Field. I thought the range went from 35 and in some cases 
even up to 80 percent. Nevertheless it is a lot of people. Thousands 
and thousands of people. 

I will tell you why I raise this: We have seen an enonnous effort 
made to keep our staff and keep this committee from finding out even 
fundamental things like the budget of our intelligence community. 

I am trying to figure out how much effort we have put into actually 
keeping tne so-called enemy from finding out these things. 

How many of these thousands and thousands of foreign agents where 
you have spent millions and millions of dollars and thousands and 
thousands of man-years to catch — how many have you caught? In the 
last 6 months, let’s say. 

Mr. Walsh. Mr. Field, as I indicated to the gentlemen of the com- 
mittee, here, I am not the Bureau’s expert in this field 

Mr. Field. Have you a rough ball park idea? Have you caught, 
let’s say, two? 

Mr. Walsh. I don’t have a rough ball park 

Mr. Field. Have you caught three out of these thousands? 

Mr. Walsh. I can’t address myself to that. 

Mr. Field. Are you aware that the CIA, the DIA, the Army, the 
Navy, the Air Force and NSA, all have their counterintelligence 
programs? 

Mr. Walsh. I haven't acquainted myself with their programs, sir. 

Mr. Field. Perhaps I can help coordinate the intelligence com- 
munity, here. 

Do you know how much they spend? 

Mr. Walsh. No, sir, I haven’t the slightest idea. 

Mr. Field. Do you know if the CIA spends more than you do? 

Mr. Walsh. I would certainly think so. 

Mr. Field. We could again perhaps help you. I will have the staff 
afterward, if you like, give you some idea of what they are spending 
because it might help. 

Do you know how many they have caught? 

Mr. Walsh. I haven’t the slightest idea. 

Mr. Field. Do they tell you what they are doing in general terms, 


even? t , ... 

Mr. Walsh. We have liaison with them, Mr. Field, but it is not 
under my supervision and I cannot speak with any degree of expertise 

on it. . 

Mr. Field. Has anybody in the administration ever told all of 
these people, who spend multi-multi millions of dollars, over and over 
again — really on the same program — has anybody in the vernacular 
of my generation, told them to “get their act together”? 

Mr. Walsh. I have no knowledge on that, no, sir. 

Mr. Field. Is the real reason that the FBI spends a lot of money 
on counterintelligence perhaps not because they are going after the 
same person the CIA is, but because the FBI, under the guise of 
counterintelligence, is really going after such foreign threats as Angela 
Davis and that kind of thing? Is that really not where most of the 
manpower and the money is going? 
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Mr. Walsh. No, sir. 

Mr. Field. Thank jou very much. 

Mr. Chairman, I yield back the balance of my time. 

Chairman Pike. Mr. Pommerening, what is the total budget for 
the Department of Justice? 

Mr. Pommerening. I believe our estimates for the fiscal 1976 
budget are $2,116,000,000. 

Chairman Pike. That is close enough. 

In the budget book for fiscal year 1976 it says that the FBI received, 
in 1974, 746,840 matters to investigate. Don’t these investigations 
constitute gathering intelligence on American citizens? 

Mr. Pommerening. The gross number of matters which FBI 
received to investigate — of that gross number, the vast, vast majority 
are violations of Federal criminal statutes. And in 

Chairman Pike. You say the vast majority of investigations 
constitute violations of Federal criminal statutes. How many of your 
investigations are just the kind of background investigations that I 
had to get for every member of my staff sitting down here? Just 
background investigations of American citizens? 

Mr. Walsh. I would sav, if I may respond to that, Mr. Chairman, 
we had a survey which would embrace that and it is 3.798 percent of 
our efforts devoted to applicant matters. 

Chairman Pike. Roughly 4 percent, then, of these 745,000 investi- 
gations would be that kind of investigation; is that right? 

Mr. Walsh. That is right, Mr. Chairman. 

Chairman Pike. Out of these 745,840 criminal investigations, how 
many were submitted for prosecution? 

Mr. Walsh. The 745,000-odd embraces all of the investigations, 
not just criminal. 

Chairman Pike. All right. The vast majority of these are criminal 
investigations? 

Mr. Walsh. Yes. sir, that is correct. 

Chairman Pike. Give me the number. IIow many of them were 
criminal investigations? 

Mr. Walsh. I don’t have the number offhand, sir. I could take a 
guess at it ; 75 percent would be my guess. 

Chairman Pike. So you have 25 percent — you have roughly 
150,000 investigations which were conducted last year, which were 
noncriminal investigations; is that correct? 

Mr. Walsh. I'd sav so. 

Chairman Pike. What were they all? If only 3 or 4 percent of them 
were these background investigations? What are you investigating 
besides crimes? 

Mr. Walsh. We have jurisdiction over certain civil statutes, Mr. 
Chairman. I regret I don’t have a list of them here 

Chairman Pike. Are not the things you are investigating under 
these statutes supposed to be crimes? You investigate people who have 
not committed crimes, other than these background investigations? 
As to which there is no allegation of crime? 

Mr. Walsh. The principal investigative activity that we have is 
based on an allegation of crime, yes, sir. 

Chairman Pike. That I know, but I am talking about the one- 
fourth of them that are not allegations of crime. 



Mr. Walsh. The majority of them are the applicant-type and 
security investigations. 

Chairman Pike. We have a statistical problem here. 

Under what authority, Mr. Walsh, do you take out a red stamp and 
say that “This document shall be secret”? 

Mr. Walsh. There are regulations promulgated by the 

Chairman Pike. Do you know what the regulations are? 

Mr. Walsh. I can’t 

Chairman Pike. What is your authority to classify j our budget 
figures as secret? 

Mr. Walsh. An Executive order, sir. 

Chairman Pike. Do you know the number of the Executive order? 

Mr. Walsh. I don’t. 

Mr. Po.m.merening. Executive Order 11652, Mr. Chairman. 

Chairman Pike. It says Mr. Walsh may classify such figures as he 
wishes to as secret, as far as the budget is concerned. That is his 
authority. I don’t mean to indicate he is using this in an arbitrary 
fashion, but 

Mr. Pommerening. The Executive order gives the Bureau the 
authority to classify items of information, the dissemination of which 
would be prejudicial to the national security of the United States. 

Chairman Pike. National security of the United States. 

Now is there any other authority that Mr. Walsh has by which he 
can classify documents secret? 

Mr. Pommerening. No, sir. 

Chairman Pike. Whose judgment is it that the budget would be 
prejudicial to the national security of the United States? 

Mr. Pommerening. Mr. Chairman, the budget of the FBI is not, in 
total, classified. 

Chairman Pike. Well, any portion of it, on the budget. 

Mr. Pommerening. The determination of the Bureau. 

Chairman Pike. Mr. McClory? 

Mr. McClory. Mr. Pommerening, you have undertaken an in- 
house investigation of how to better evaluate your own programs and 
to get better dollar value for the different activities which are carried 
on by the Federal Bureau of Investigation; have you not? 

Mr. Pommerening. We are, yes. 

Mr. McClory. And that was done just recently. Well, it is com- 
pleted isn’t it? Was there not an investigation undertaken by the 
FBI’s inspection division of its own activities in April, March, and 
April of this year? 

Mr. Pommerening. The internal audit staff of the Department of 
Justice is under my jurisdiction. It has recently initiated the first 
major audit that has been made on the departmental level within the 
jurisdiction of the FBI. The subject of their review is the inspection 
capacity and ability of the FBI. 

Mr. McClory. The work has all been completed, has it not? 

Mr. Pommerening. The audit, I believe, has been completed. 

Mr. McClory. You have not made that report available to our 
committee yet, have you? 

Mr. Pommerening. I don’t believe I have gotten it from mv staff, 
Mr. McClory. 

Mr. McClory. Do you know when you are going to have it? When 
you have it, we can have it ; can we not? 



Mr. Pommerening. Certainly. 

Mr. McClory. Are you familiar with the report on the Interagency 
Committee on Intelligence of 1970, in which Mr. Hoover participated? 

Mr. Pommerening. I am not. 

Mr. Walsh. I am not, Mr. McClory. 

Mr. McClory. That would be a secret document, but you would 
have it in your possession, would you not, because Mr. Hoover had 
one. 

Would you get that and would you look it over please? It has 
something to ao with coordinating activities in the area of intelli- 
gence. Would you do that? 

Mr. Pommerening. Certainly. 

Mr. McClory. Would you make that available to this committee, 
too? Since I know you have a copy. I am not going into any of the 
details regarding it but, you see we are trying to get, really, at the 
crux of the problem and one of the problems is that we have a terrible 
lack of coordination between the intelligence agencies, including the 

[The 1970 report requested by Mr. McClory is in the committee 
files.] 

Mr. McClory. We established the Drug Enforcement Agency. 
What I would like to know is this: What has happened as far as the 
FBI’s interception, interdiction, whatever you call it, of drug traf- 
fickers ns a result of this, since they have separate and independent 
authority to investigate and apprehend drug traffickers? What I am 
concerned about is, maybe wnat the Congress does by developing 
more agencies and more divisions to attack particular problems, 
is really create problems for ourselves by dispersing authority. Could 
you comment on that? 

‘ Mr. Pommerening. The enforcement of the Federal criminal laws 
in the area of narcotics and dangerous drugs is a discrete area of law 
enforcement and the administration and the Congress in their infinite 
wisdom have deemed it appropriate it be handled by a separate 
organizational entity within the Department of Justice. 

Since the creation of the Drug Enforcement Administration on 
July 1, 1973, our staff in its activities in supervising that budget has 
been impressed by the good levels of liaison and cooperation that 
exist between the two organizations. As I understand it, any informa- 
tion or any leads that the Bureau surfaces in the pursuit of their other 
responsibilities are immediately transmitted to DEA for their appro- 
priate action. 

Mr. McClory. My information is we have really had a breakdown 
in apprehending the big drug traffickers. We are getting more of the 
middle level drug traffickers and those in the lower levels but some of 
the big operators in hard drugs are not being detected the way they 
were just a few years ago. 

Do you utilize the CIA in connection with drug enforcement as 
well? 

Mr. Pommerening. I would have to, Mr. McClory, go back and 
review some of my DEA materials in order to respond with the 
degree of accuracy to which I think you are entitled. I did not do 
that prior to this morning’s session. 

Mr. McClory. I see my time is up, Mr. Chairman. 
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[The information requested is in the committee files.] 

Chairman Pike. Mr. Dellums. 

Mr. Dellums. Mr. Chairman and members of the committee, 
■while we are proceeding on our long journey to follow the dollars, 
what is really at issue here is the people’s freedom specifically guaran- 
teed by the Constitution and the Bin of Rights to that Constitution. 

It seems to me here the question is whether or not we have already 
lost many of our freedoms through agencies ostensibly designed to 
protect those precious freedoms on the part of the people. 

I have an FBI document dated February 26, 1971, to the Director 
of the FBI from the special agent in charge, San Francisco. The 
document regards a constituent of mine whose name I will not use. 

The next to the last paragraph reads: 

Due to lack of information and activities of subject, San Francisco is not 
submitting a summary report at this time. Subject is not being recommended for 
inclusion on the security index as it is felt additional investigation is required 
before this evaluation can be reached. 

I would like responses to the following questions: 

What is the security index? 

What was the authority for it? 

Is it still in operation? 

If not, when did it end? 

Was this operation ever discussed with Congress or OMB? 

Did the budget show funds for this operation? 

Please provide full files and data to this committee. 

I have, Mr. Chairman and members of the committee, another 
document here dated January 21, 1971, to all agents, from SAC, 
Portland, subject FBI intelligence letter for the President, code name 
“Inlet.” Research satellite matter. I would like to read some short 
parts of this: 

For information of all agents. The Bureau, during 1969 initiated captioned 

S irograms of furnishing high level intelligence data in the security field to the 
’resident and the Attorney General on a continuing basis. The materials to be 
furnished to the Bureau is not of routine nature but rather that which has the 
quality of importance and timeliness necessary to secure the President’s interest 
and to provide him with meaningful intelligence for his guidance. 

The Bureau is not interested in more rumors or nebulous information. 

It goes on to describe such intelligence including the following listed 
in item No. 6: 

Items with an unusual twist, or concening prominent personalities which may 
be of special interest to the President or the Attorney General. It is to be noted 
that the type of information desired in paragraph 6 may be obtained through 
investigations not wholly related to the security field. 

I would like to ask: 

Who authorized “Inlet”? 

Is Inlet still in operation? 

Did it include political intelligence? 

Has the FBI ever gathered political intelligence? 

When; for whom? 

Please provide for the committee full files. 

Mr. Chairman and members of the committee, to follow on the 
questions of Mr. McClory: 

The FBI has hired a significant number of informants. I would like 
to focus for a moment on a case that speaks to the use of funds, method 
of operation, and the capability of audit. I would not use specific names. 



The gentlemen from the FBI, I am sure, can verify this narrative. 

In the early 1970's a former member of the Minuteman organiza- 
tion was recruited as an FBI informer. He was the leader of a right 
wing organization called the Secret Arm}' Organization. 

The prime function of the informer was to surveil and harass 
activists. 

While on the FBI payroll at $200 per month, plus expenses, the 
informant participated in bombings and burglaries. During one of the 
burglaries a gun was stolen. Some days later that gun was fired at the 
house of an activist shattering the elbow of a young woman. The 
informer was in the car from which the gun was fired. 

The informant took the gun and gave it to his FBI contact. The 
agent hid the gun under his couch for 6 months until the SAO member 
who did the shooting was apprehended by local police. The incident 
finally cost the agent his job. 

During this same period, the informer published at least indirectly 
at FBI expense these two very interesting gems: No. 1. “Booby trap.” 
A how-to treatise; No. 2. The use of ammonium nitrate In high 
explosives. I would assume Jo discredit the progressive political com- 
munity in this country. 

I hope this committee will look fully into this matter. 

I would like to ask the FBI representative if he is familiar with the 
case and wishes to comment, but with a preface of several questions. 

How many informers does the FBI have? 

How many informers in the last decade have been found to have 
participated in lawless acts while informants? 

How much money is budgeted for informants? 

What kind of controls are there on informers? 

What authority and regulations governing use of informers do we 
have? 

Are there now FBI counterintelligence programs that utilize 
informers? 

I would ask the gentleman to please provide for this committee full 
data and information. 

I have also before me a memorandum, FBI, dated May 9, 1960, to 
W. O. Sullivan from C. D. Brennan. Subject; Counterintelligence 
program, internal security, disruption of the New Left. 

I would like to read the first paragraph: 

Our Nation is undergoing an ora of disruption and violence caused to a large 
extent by various individuals generally concerned with the New Left. Some of 
Ihese activists urge revolution in America and call for the defeat of the United 
States in Vietnam They continually have falsely alleged police brutality and do 
not hesitate to utilize unlawful acts to further their so-called causes 

The New Left has on many occasions viciously and scurrilously attacked the 
Director of the FBI in an attempt to hamper our investigation of it and to drive 
us off college campuses With this in mind, it is our reeornmenndtion that a new 
counterintelligence program be designed to neutralize the New Left and the key 
activists 

The key activists are those individuals who are the moving forces behind the 
New Left and upon whom we have intensified our investigations. 

I wonder if the program was started because the Director was called 
names. 

I have also a Cointel paper dated March 4, 1868, to all agents in 
charge from the Director of FBI entitled “Counter-intedigence 
programs, Black Nationalist Hate Groups, Racial Intelligence.” 
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I would like to read a part of it : 

2. To prevent the rise of a Messiah who could unify and electrify the militant 
black nationalist movement 

And 1 leave out names 

might have been such a Messiah. 

He is the martyr of the movement today. , , and all aspire 

to this position. is less of a threat because of his age. is to be a very 

real contender for this position should he abandon his proposed obedience to white 

liberal doctrines, nonviolence, and embrace black nationalism. has the 

charisma to be a real threat in this case. 

T characterize this as extremely racist and extremely dangerous 
and it is appalling that an agency of the Government charged with the 
responsibility to defend the delicate rights of human beings in this 
country would ever embark upon this kind of statement. 

I have papers that show that an operation Cointel program to 
include harassment, disinformation, warrantless entry, unauthorized 
access to bank records, defamation, and illegal mail coverage. 

I would like to ask for full files on Cointel and the following questibns. 

Does FBI have any intelligence or counterintelligence programs 
presently underway? 

If so, what are they? 

Did FBI have a counterintelligence program to pit Black Panthers 
against organized crime? 

What is the FBI’s role in CONARC program, code word "Garden 
plot?" 

Please furnish full file. 

Does the FBI operate in Canada in any role beyond liaison? 

Has the FBI ever provided confidential information to ITT? 

Within the last decade has FBI initiated any intelligence or counter- 
intelligence programs against labor unions? 

Has the FBI ever attempted surreptitiously to monitor the defense 
efforts of a Federal defendant? 

Has the FBI, any agent, or informant ever authorized or directed, 
suggested, or participated in an assassination or such an attempt? 

lias the FBI ever initiated any operations or efforts against radio 
stations, news services, or newspapers? 

lias the FBI ever sought or obtained illegal access to bank records? 

Has the FBI ever participated in surreptitous entry operations? 

Were any with or for the CIA or N'SA? 

Has the FBI ever participated in mail covers? 

Is there any FBI program against AIM, the American Indian 
Movement? 

Explain fully the specific Operation Cointel program. 

Are similar programs now in existence? 

Please furnish files. 

Were Cointel programs discussed with OMB, the Attorney General, 
or Congress prior to their initiations? 

What authority was there for expenditure of funds and manpower 
for Cointel? 

What is the and has been the FBI relationship with the Bell Tele- 
phone Co. and ITT? 

Please furnish all files. 

What is the Law Enforcement Intelligence Unit? 
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Does it maintain files on U.S. citizens? 

What was the authority? 

Does it pass information to State and local agencies? 

How is this program funded? 

Now, with respect to DEA. Please explain the full nature and 
scope of the CIA’s relationship with the Drug Enforcement Agency, 
including CIA personnel serving with DEA. 

Give the committee full data. 

Explain Operation Silver Dollar and the relationship of the Drug 
Enforcement Agency offices and Mr. Howard Hughes. 

Please give this committee all data. 

How many 

Chairman Pike. The time of the gentleman has expired. 

Mr. Dellums. Thank you, Mr. Chairman. 

Chairman Pike. Did you wish to make any response? 

Mr. Walsh. I cannot make a response, sir. 

I started to take some notes, but I am inadequate in that regard 
and I would like to suggest, if it is agreeable to the Chair, that the 
questions be submitted to us in writing. 

Chairman Pike. That certainly will be done in that manner. 

Mr. Walsh. Thank you, sir. . 

[The response to the questions asked by Mr. Dellums above 
follows;] 

U.S. House Select Committee On Intelligence Activities (HSC) 

REQUESTS FOR INFORMATION MADE BY MEMBERS OF HSC AT HEARING HELD AUGUST 7, 
1975, REGARDING “BUDGET INQUIRY ON INTELLIGENCE ACTIVITIES* 1 

On August 7, 1975, Assistant FBI Director Eugene W. Walsh appeared before a 
hearing of the HSC dealing with the subject matter “Budget Inquiry on Intel- 
ligence Activities.” During the course of the hearing, members of the Committee 
made specific inquiries into the operations of this Bureau, which inquiries, it was 
stated by the HSC Chairman, “ran some distance” from budgetary matters. Set 
forth below are Bureau responses which have been cleared with the Department 
of Justice and which are believed to be responsive to applicable inquiries made of 
Mr. Walsh on the above occasion. These inquiries were extracted from a review of 
the transcript of the above hearing. 

Pages 1278 to 1286 [pages 297 to 300 in the printed hearing] of the transcript 
testimony contain a series of questions concerning Bureau operations posed bv 
Representative Ronald V. Dellums. Responses to these inquiries are set forth 
below. 

Page 1279 contains a series of questions concerning the Security Index. Informa- 
tion responsive to these inquiries has been incorporated into a memorandum pre- 
pared by this Bureau and directed to the HSC under the date of September 12, 
1975, in response to an HSC inquiry dated August 27, 1975, concerning the opera- 
tion of the ADEX. 

Pages 1279 and 1280 of the transcript testimony contain a series of questions 
relating to “INLET” as follows: 

(a) Who authorized INLET? The FBI intelligence letter for the President 
(acronym: INLET) was instituted in November, 1969, pursuant to then FBI 
Director J. Edgar Hoover’s instructions to keep the President fully informed of 
significant intelligence developments within the purview of this Bureau's security 
responsibilities. Dissemination was restricted to the President and the Attorney 
General. 

(b) Is INLET still in operation? No. The last INLET was issued during August, 
1970. Changes in this Bureau’s communications capability including the ability 
to afford immediate teletype dissemination of intelligence data to The White 
House rendered the intelligence letter as such obsolete by 1970. Items submitted 
by field offices designating INLET were disseminated in other ways. By late 
1972, it was concluded that the use of the designation INLET was no longer 
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necessary and in December, 1972, the last vestige of the INLET program was 
discontinued and the field offices so advised. The field offices were also advised, 
however, that they had a continuing responsibility to be alert for high level 
intelligence data of the type formerly specified under the INLET program. 

(c) Did it include political intelligence? No. Instructions regarding INLET 
referred to information developed through ongoing investigative operations and 
which were within the purview of this Bureau's security responsibilities. This 
Bureau's instructions, when initiating this program, indicated that “mere rumors 
or nebulous information will have no place in this letter.” 

( d ) Has the FBI ever gathered political intelligence? No. The FBI has never 
as a policy collected political intelligence. Bureau investigations are strictly based 
on authority and jurisdiction as mandated bv statute, Presidential Directives 
and instructions from the Attorney General. The end product of this Bureau's 
investigations may, in certain instances, contain information which might be 
defined as political intelligence by some. This information is, however, not the 
object of this Bureau's investigative interest. Moreover, the product of this 
Bureau’s investigations is considered by Departmental regulations to be con- 
fidential in nature and its dissemination outside the Bureau is severely restricted 
by this Bureau’s dissemination policy. 

Page 1282 of the transcript testimony contains a series of questions relating to 
this Bureau's use and handling of informants. Materials and documents responsive 
to inquiries relating to this matter have previously been furnished the HSC by 
memoranda dated August 7, 1975, August 18, 1975, September 5, 1975, and 
September 10, 1975, all prepared in response to written HSC inquiries dealing 
with informant matters. 

Pages 1284-1286 contain a series of questions relating to COINTELPRO. 
Extensive information concerning this Bureau’s participation in COINTELPRO 
was made available by this Bureau to IISC representatives on August 29, 1975, 
and September 12, 1975. 

Page 1284 of the transcript testimony contains the question “What is the 
FBI’s role in CONARC program, code word ‘Garden Plot’?” FBI Headquarters 
indicios do not contain any references to the term CONARC. These indices do, 
how r ever, contain several references to “Garden Plot.” These references are news 
releases indicating lhat in 1970, the Department of Justice disclosed that the 
Federal Government had developed as early as mid- 1967, a plan under the code 
name “Garden Plot” which culled for the use of Federal troops to quell civil 
disturbances. 

Page 1284 of the transcript testimony contains the question as to whether the 
FBI operates in Canada in any role beyond liaison. The policy of the FBI is and 
all investigative personnel are so advised that the FBI does not operate in Canada 
in any role beyond liaison. 

Pages 1284 and 1286 of the transcript testimony contain questions concerning 
any relationship that does or may have existed between the FBI, the International 
Telephone and Telegraph Company (ITT) and the telephone company. In answer 
to specific questions, there is no information in FBI Headquarters files indicating 
this Bureau has over provided confidential information to ITT. The FBI has a 
normal customer relationship with both the telephone company and ITT. ITT 
lias been consulted from time to time concerning business services and systems 
which have been of interest to the FBI. This has been especially true in the 
communications field as the FBI operates its own extensive radio and teletype 
systems. Additionally, the telephone company provides leased lines for use in 
technical surveillances all of which are authorized by the Attorney General. 
FBI personnel install and connect these technical surveillances to the leased 
lines. Telephone company personnel are not involved in the installation of such 
surveillances. The telephone company also furnishes toll call records upon au- 
thorized requests in connection with ongoing FBI investigations. 

Page 1285 of the transcript testimony contains a question as to whether the 
FBI has ever attempted surreptitiously to monitor the defense efforts of a Federal 
defendant. No. The FBI Manual of Instructions, Section 107 F 12, a copy of 
which has been made available to the HSC, contains specific instructions regard- 
ing the procedure to be followed in situations where efforts are made by defense 
interests to involve our informants in a defendant’s defense preparations. These 
instructions arc designed to prevent any legitimate claim that this Bureau has 
invaded the defense camp. 
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Rage 1285 of the transcript testimony contains a question as to whether the 
FBI, a Bureau Agent or a Bureau informant ever authorized, directed, suggested 
or participated in an assassination or an assassination attempt. There is no rea- 
sonably retrievable manner available to this Bureau short of a manual search 
of all existing Bureau files to reply absolutely to the above question. It is pointed 
out, however, that Bureau involvement in any such action would be entirely 
contradictory to the long-established and recognized code of conduct for Bureau 
employees. A check with knowledgeable Bureau pci^onnel concerning this matter 
failed to uncover any incident substantiating the participation of the FBI, Bureau 
personnel or informant acting under the direction of the Bureau os having engaged 
in such activities. 

Page 1285 of the transcript testimony contains an inquiry as to whether the 
FBI ever sought or obtained illegal access to bank records. Again, an absolute 
reply to this inquiry would require a manual search c every file maintained by the 
FBI. To the best recollection of Bureau individuals a position to be cognizant 
of such matters, the FBI has never sought or obtained illegal access to bank 
records. Requests foY such records have been fulfilled through requests made of 
authorized bank officials or by the use of a subpoena duces tecum. 

Page 1285 of the transcript testimony contains a question concerning the FBI 
and its possible use of mail covers. The FBI, on" a selective basis during official 
investigations, utilizes mail covers in accordance with procedures set out in the 
Postal Manual, Part 861. Mail cover requests are directed to the appropriate 
Regional Postal Inspector in Charge in criminal and fugitive situations and to the 
Chief Postal Inspector in national security matters. Final decision as to whether a 
mail cover is effected lies with the appropriate postal official. 

Page 1285 contains an inquiry as to whether there is any FBI program against 
the American Indian Movement. No FBI program has been directed against the 
American Indian Movement. The FBI has conducted investigations based on in- 
formation indicating that the American Indian Movement or individuals associ- 
ated with that organization have engaged in activities which could involve a 
violation of Title 18, t\S. Code, Section 2383 (Rebellion or Insurrection), Section 
2384 (Seditious Conspiracy) or other Federal statutes. Investigation has also been 
conducted at the specific request of the Department of Justice. For example, by 
letter dated November 21, 1672, Deputy Attorney General Ralph E. Erickson 
requested that this Bureau intensify its efforts in identifying violence prone 
individuals or organizations within the American Indian movement whennay be 
planning future violent demonstrations or criminal activities; by letter dated 
April 26, 1973, Assistant Attorney General Henry E. Petersen requested “reports 
of significant incidents involving Indians that might suggest the development of 
any future militant confrontation between Indians and the Government , and by 
letter dated April 22, 1974, Assistant Attorney General Petersen reiterated the 
aforementioned instructions of November 21, 1972. 

Page 1286 of the transcript testimony contains a series of questions relating to 
the Law Enforcement Intelligence Unit. 

The Law Enforcement Intelligence Unit (LEIU) was originally established 
in 1956, and maintains its national clearinghouse at the California Department 
of Justice’s Bureau of Identification and Investigation (CII), Sacramento, Cali- 
fornia. For administrative purposes LEIU has divided the country into fmr 
zones: northwest, southwest, east, and central, and membership is open to regular 
law enforcement organizations therein, including city police departments, sheriffs’ 
offices, and other agencies. There i^ no fee for membership, but each agency 
joining is required to maintain an “intelligence unit,” even if it consists of only 
one person. 

The information exchanged by LEIU pertains to hoodlums, mobsters, and 
organized crime in general, with particular reference to those criminals who move 
about from one jurisdiction to another or whose tperations extend beyond the 
jurisdiction of any one agency. 

The FBI has not accepted membership or formal participation in the activities 
of LEIU, but this Bureau has, when invited, sent representatives to attend 
meetings as observers. 

In an article dated May 14, 1975, from the Los Angeles Times, Associated 
Press Wire Service, it was set forth that LEIU has its headquarters in Long 
Beach, California, and operates a computerized information bank known as the 
Interstate Organized Crime Index. That index, based in the California Depart- 
ment of Justice, has received $1,338,486 from the Federal Law Enforcement 
Assistance Administration. About 230 police agencies in the United States and 
Canada belong to the LEIU. 


Chairman Pike. Mr. Murphy. 

Mr. Murphy. Thank you, Mr. Chairman. 

Mr. Walsh, or Mr. Pommerening, recently the head of the Justice 
Department relieved Mr. John Bartels as head of the DEA. Subject 
to an investigation on the Senate side by the Jackson Subcommittee 
on Investigations, one of the charges made by that committee was 
that there was “endemic corruption" in tjie DEA. 

I understand a Mr. Silberman, who'is now our Ambassador to 
Yugoslavia, on two occasions undertook to investigate Mr. John 
Bartels and the charges leveled against him. 

My information is said to be that Mr. Silberman found no cor- 
ruption on Mr. Bartel’s part. What have vou, if anything, found in 
your auditing of the DEA that would indicate there was corruption 
in the DEA under Mr. Bartels’ leadership? 

Mr. Pommerening. None of the contacts of my staff has indicated 
the nresence of any corruption. 

Mr. Murphy. I didn’t hear that. 

Mr. Pommerening. None of the activities of my staff, in their 
several responsibilities in working with DEA, gives me any reason 
to believe there was corruption of anv kind, endemic or otherwise, in 
DEA. 

Mr. Murphy. So there was no corruption, and your staff would 
know, is that right? 

Mr. Pommerening. I didn’t say that. Mr. Murphy. 

We audit the programs, we audit the budgetary requests, we audit 
the finances. 

Mr. Murphy. You also audit any money they would have used to 
pay their informants, would you not? Did you find anything question- 
able in this regard? 

Mr. Pommerening. No;-we did not. 

Mr. Murphy. Did you find anything as far as corruption with 
regard to their payroll? 

Mr. Pommerening. No, sir. 

Mr. Murphy. Did you find anything with regard to corruption 
involving foreign travel? 

Mr. Pommerening. No. 

Mr. Murphy. In the maintenance and running of any of their 
foreign offices? 

Mr. Pommerening. No. 

Mr. Murphy. In the maintenance and running of any domestic 
offices? 

Mr. Pommerening. None of my audit activities 

Mr. Murphy. I want to make sure we are covering everything your 
audit would cover, Mr. Pommerening. 

In other words, 90 percent of the DEA’s work is done with money 
coming from the budget, is that correct? 

Mr. Pommerening. Mr. Murphy, we are not in a posture of con- 
tinuous audit in any one of the organizations in the department. 
We have an audit staff of 52 people covering all organizations in a 
50 , 000 -man Department. Our audits are, at intervals, divided be- 
tween special activities or programs in the organization. 

Mr. Murphy. How often would you audit DEA’s books? 

Mr. Pommerening. In their totality? 
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Mr. Murphy. In any part. Any part. At least once a year? 

Mr. Pommerening. No, sir. 

Mr. Murphy. You don’t audit that often? 

Mr. Pommerening. Absolutely not. 

Mr. Murphy. What is your procedure for auditing? 

Mr. Pommerening. Our procedure is to make audits of selective 

E rograms, and if we can achieve a 3-year cycle, we would be very 
appy. We have not been able to do that. Nor have our audits in the 
case of DEA or any organization in the Department covered the 
totality of the operation. 

Mr. Murphy. Do you know anything about the investigation Mr. 
Silberman undertook of the DEA? 

Mr. Pommerening. I do not. 

Mr. Murphy. Do any of you gentlemen? How. about you, Mr. 
Walsh? 

Mr. Walsh. I do not, sir. 

Mr. Murphy. Could we get that information? 

Mr. Walsh. I know nothing about it, sir. 

Mr. Murphy. Could you ask? 

Mr. Pommerening. I would suggest if the committee wanted the 
file, they would be advised to direct a request to the Deputy Attorney 
General. 

Mr. Murphy. Who in the FBI would we bring before this committee 
when we are looking for whether or not there is a connection between 
NSA and its intelligence-gathering activities and FBI? I understand 
you people are not m that line of work. 

Mr. Walsh. I would suggest that Assistant Director Wannall 
would be the proper individual. 

Mr. Murphy. The Assistant Director? 

Mr. Walsh. Yes, sir. 

Mr. Murphy. Thank you, Mr. Chairman. That is all the questions 
I have. 

Chairman Pike. I will say to the gentleman the Director tvould 
know about it, too. We might even ask him. 

Mr. Aspin. 

Mr. Aspin. Thank you, Mr. Chairman. 

I would like to ask the gentleman a couple of questions about 
where the authority comes from for doing some of the tilings that are 
being done. 

For example, you know in the CIA the authority for the CIA’s 
activities are that 1947 act which lays out certain kinds of provisions. 

The authority for the National Security Agency getting involved 
is that very secret executive order which we finally were able to get. 

Where is tho authority for the Justice Department and the FBI to 
get involved in things like internal security and counterespionage? 
Where does that arise? 

Mr. Walsh. I haven’t that information, Mr. Aspin. I would bo 
glad to respond in writing. I do not have it in my memory. 

Mr. Aspin. Does anybody you have brought with you know where 
this comes from? 

Where in the law is there authority for the FBI and the Justice 
Department to do these kinds of investigations? 

Or which Executive order? Where is the charter for what you are 
doing? Where is the authority? 
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Mr. Pommerening. Mr. Aspin, I have a long series of statutory 
references covering in general the areas in which you are expressing 
interest. I can just read some of them — and they are scatterecLthrough 
this long document. I wasn’t aware you might be asking that specific 
question so I did not pull them together. If you would like to take 
the time for me to page through this and cite them, I will. Otherwise, I 
will put them in tne record in an orderly fashion. 

Mr. Aspin. Provide it for the record if you can. 

Mr. Pommerening. We do have a statutory reference to every one 
of the programs which we view as our grant of authority. 

Mr. Aspin. What kind of statutory reference is it? Is it a law, an 
Executive order in general? What kind of things are you talking 
about? 

Mr. Pommerening* There are various Federal statutes including 
rebellion and insurrection, title 18, United States Code, section 2383. 

Mr. Aspin. Does it mention the Justice Department and FBI? 

Mr. Pommerening. I haven’t the full text here, Mr. Aspin. 

Mr. Aspin. As we are not going to be able to do it in this kind of 
discussion, perhaps the best thing to do is just provide that informa- 
tion that you have for the record. 

Mr. Pommerening. I would be very happy to make an orderly 
compilation. 

Mr. Aspin. What I am particularly interested in is, what gives 
FBI the authority to, for example, conduct intelligence operations 
within organizations which have not committed a crime? I understand 
there are certain authorities where you suspect someone of committing 
a crime. FBI feels they can investigate organizations which have not 
broken the law. I’d like to know from where that authority comes. 

Mr. Pommerening. We would be happy to give you our justification. 

[The material submitted in response to Congressman Aspin’s ques- 
tion is in the committee files.] 

Mr.. Aspin. Let me ask another question: The FBI essentially 
does three different kinds of things. It does, for example, security 
checks of the kind where, you know, somebody needs a security clear- 
ance to get a job, or get a security clearance in order to receive classified 
information from Government agencies and that kind of thing. It also 
does criminal surveillance and it also does noncriminal surveillance, 
like the checkup on antiwar groups and other things to keep an eye 
on them. 

When you have those three things and have them all mixed together, 
is -there a way to keep those separate? In other words, the files being 
done on people for security checks, do they get mixed in with other 
files? Is there any procedure to make sure those things are separate? 
As I understand, it is the same kinds of people which are doing the 
same checks in many cases. 

Mr. Walsh. The files, Mr. Aspin, are maintained in the Files and 
Communications Division. 

Mr. Aspin. Which files do you now speak of? 

Mr. Walsh. All files. 

Mr. Aspin. They are kept in what office? 

Mr. Walsh. Files and Communications Division of the FBI. 

Mr. Aspin. All files on anybody. If you did a security check on 
Sam Jones to get a job, that would be kept by that Division as well 
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as if you were doing a check on somebody because you thought they 
were the people who were involved in a bank robbery. 

Mr. JWalsh. Maintained according to classification. Each type 

Mr.~£5t>iN. How do those classifications work and how are they 
kept separate? 

Mr. Walsh. The} r are in chronological order. For example, classi- 
fication 1 deals with the National Academy and training matters as 
to all investigations. 

Mr. Aspin. When you have a classification No. 1, is. there any reason 
why somebody can’t transfer information from one. category to 
another? For example, a file done on somebody which is just a sheer 
security check kind of file, what would prevent that from being added 
to another information picked up somewhere else? 

Mr. Walsh. Nothing, sir. I 

Mr. Aspin. Nothing would prevent that? 

Mr. Walsh. Nothing. 

Mr. Aspin. So in fact it could happen? 

Chairman Pike. The time of the gentleman has expired. 

Mr. Kasten. 

Mr. Kasten. Mr. Walsh, does FBI include State and local police 
budgets or is the money you spend with State and local police included 
in the overall FBI budget? 

Mr. Walsh. I am sorry, sir, I don’t understand the question. 

Mr. Pommerening. The answer is “Yes,” Mr. Kasten. 

Mr. Kasten. How is it included in the budget? 

Mr. Pommerening. One of the primary categories where FBI 
budgeted funds are used for State and local law enforcement purposes 
is in the training of State and local law enforcement people at Quantico. 

Mr. Kasten. Do you use State and local police to collect intelli- 
gence? Specifically for wiretapping or surveillance? 

Mr. Walsh. No, sir, not to my knowledge. 

Mr. Kasten. Is it not a fact you have used District of Columbia 
police for wiretapping? 

Mr. Walsh. I nave no knowledge of that. I am completely unin- 
formed on it, sir.~I don’t know. 

Mr. Kasten. If this was in fact going on, one of the reasons may be 
that the State and local laws are sometimes less restrictive in areas of 
wiretapping and surveillance than the Federal law. 

Mr. Walsh. I can't respond to that, sir. I have no knowledge in that 
field. 

Mr. Kasten. Are you aware of the existence of a school in Fort 
Lauderdale, Fla., known as the National Intelligence Academ}'? 

Mr. Walsh. No, sir. 

Mr. Kasten. Mr. Pommerening? 

Mr. Pommerening. I am not aware of it, Mr. Kasten. 

Mr. Kasten. There is a sign on the receptionists’ desk in that 
Academj 7 : “U.S. Government regulations prohibit any discussion of 
this organization, or this facility.” Do you know anything about this 
at all? 

Mr. Pommerening. I do not. 

Mr. Walsh. I do not. 

Mr. Kasten. It is run evidently by a Jack Holcomb, who has been 
working with the NIA. He has publicly boasted of being contacted by 
FBI to handle “anything the Feds won’t touch.” In the past 16 
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months, the National Intelligence Academy has been teaching sophis- 
ticated skills of electronic spying to many officers, including two 
foreign nations. From the quote in Newsweek magazine, he is. working 
with the FBI. -Are you aware of this? 

Mr. Walsh. I am not aware of this in any way, sir. 

Mr. Kasten. Then I can’t ask you whether you contract with them 
under any circumstances, or where those funds would be, could I? 

I wonder if we could ask, Mr. Chairman, that they research this? 

Chairman Pike. I think perhaps the gentleman could respond 
as to where the funds would be if they did contract with them, even 
if he is not aware of it. 

Mr. Walsh. Mr. Chairman, we have no contract with an organi- 
zation of that name, I can tell you that. The contracts come under my 
jurisdiction. I have never heard the name, sir. 

Mr. Kasten. Let me go back to the question of working with local 
governments in training and other kinds of ways. 

When we talk about the cost of Federal intelligence, are you satisfied 
that the work that takes place in State and local governments, coor- 
dinating with the FBI in some cases on wiretapping, or surveillance — 
is that being reflected in addition to the training money? Do you 
deny any of this coordination goes on? 

Mr. Walsh. No, sir; we have no cooperative effort to get local 
police to place wiretaps in our behalf, if that is what the question is, sir. 

Mr. Kasten. It is clear to me in one case you have been working 
with State and local police, and what I am interested in is whether 
or not this work which I believe is going on with State and local 
police should be reflected somewhere in the overall FBI budget, in 
addition to the training? 

Mr. Walsh. If we could respond to that, Mr. Kasten, in writing, 
I would be pleased to prepare a response. I am just ignorant on the 
subject. 

Mr. Kasten. Thank you, Mr. Chairman. I yield back the balance 
of my time. 

Chairman Pike. I just want to say on behalf of Mr. Walsh, that 
in fairness to Mr. Walsh, we did indicate that the basic thrust of our 
questioning today would pertain to budgetary matters. I realize that 
a great deal of the questioning has run some distance from that. 
When you say, as you have too often, “I am ignorant of these plat- 
ters, ” don’t keep using those words; just say, “It doesn’t come within 
my jurisdiction,” It sounds a lot more classy. 

It is fair to you to say that we recognize that this does not all come 
within your jurisdiction. 

Mr. Milford? 

Mr. Walsh. Thank you, Mr. Chairman. 

Mr. Milford. Thank you, Mr. Chairman. 

Chairman Pike. Does ‘ the gentleman yield for a parliamentary 
inquiry? 

Mr. Milford. Yes. 

Mr. Dellums. I would like to ask, are the questions that I raised 
to be submitted for the record? 

Chairman Pike. Oh, yes. 

Mr. Milford. I have no specific questions, but I would like to 
make just one short statement that bothers me a little bit. There 
seems to be kind of a new fad that is very popular with some of our 
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citizens and even a few of our colleagues in Congress that would 
seemingly paint our intelligence community as “guys with black 
hats.” 

The premise seems to be that anything that is secret is bad. The 
sensational revelation in the Watergate episode and a few illegalities 
discovered within our police and intelligence agencies have furthered 
this black -hat image. 

I think it is important for us to keep a proper perspective and 
recognize a few facts of life. There are divisive elements operating 
within this country that pose a definite threat to our society and to 
our governmental system. These elements do not respect human 
rights. They do not respect laws, civil rights, or any other principles 
of our democratic system. While I would not in any way want to deny 
any American citizen his due process or the protection of our laws, we 
must also realize that the divisive elements will use these same laws 
to hide their activities. The job of our intelligence community is very 
difficult, yet very vital. 

I flunk that the Congress must recognize that society, as a whole, 
lias the right to exist and to be protected. We have a narrow line to 
walk in, being sure that our laws protect both the society and the 
individual. 

While neither this committee nor I would tolerate illegal activities 
within our police or intelligence agencies, I would not want to condemn 
the thousands of loyal employees in these agencies because of the 
acts of a few. 

Frankly, as an ex-police officer some years back, I have the highest 
respect for the Federal Bureau of Investigation. I think it has an out- 
standing record, and I would not want anyone to feel that I, for one, 
feel that it is wearing a black hat. 

Mr. McClory. Would the gentleman yield? 

Mr. Milford. I yield. 

Mr. McClory. I thank the gentleman for yielding, and I want to 
concur in the statement that the gentleman has made. I would also 
like to add that, you know, any of my inquiries which tend to test the 
activities or the expenditures of funds or inquiring into what might be 
regarded as excesses, or improper actions, should not be interpreted 
as any lack of respect for the legitimate and extremely important 
function of the FBI and the other agencies, including aU the intelli- 
gence agencies. 

Mr. Milford. I will join with you in the inquiry. I think we should 
probe and probe deeply, but at the same time I wouldn't like the 
impression to go out that all is bad in the situation. ' 

I yield back the balance of my time, Mr. Chairman. 

Mr. Pommerening. Thank you. 

Chairman Pike. Mr. Hayes. 

Mr. Hayes. Thank you, Mr. Chairman. 

Mr. Pommerening, since your having assumed your present respon- 
sibilities in August of 1974, approximately a year ago, can you tell me 
how many audits your internal audit section has completed under 
your direction? 

Mr. Pommerening. Off the top of my head, Mr. Hayes, I cannot. 

Mr. Hayes. Are you responsible for delineating the audits, how 
they are perceived, and in wnat particular section they are perceived, 
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whether or not they are to be directed to a special activity or a 
program? 

Mr. Pommerening. I have a general responsibility. However, it 
has been my policy to clothe the internal audit staff with a large 
measure of autonomy so they can move on their own motion into 
areas where, by reason of their working with the organization, they 
think there is a problem that should be reviewed. 

There are occasions where there are special program areas or sub- 
areas which come to my attention, which I feel warrant some review, 
in which case I will review the matter with the Director of the audit 
staff and he will generally, at my direction, move into that area. 

Mr. Hayes. Within vour specific responsibilities, then, have you 
had occasion to have brought to your attention by part of the audit 
staff, any internal audit section work with what we have been dis- 
cussing generally as the intelligence responsibilities of the Federal 
Bureau of Investigation? 

Mr. Pommerexing. No. 

Mr. Hayes. So during at least that period of time there have been 
no audits undertaken by the Internal Audit Section? 

Mr. Pommerexing. To this point the activity of my staff in the 
FBI — and I referred to this earlier — has been to undertake and, I 
believe, as I think Mr. McClory mentioned, they are almost at the 
conclusion, an audit of the inspection and internal audit capacity 
of the Federal Bureau of Investigation. 

Mr. Hayes. Repeat that. You say there is a special report being 
done on the internal audit capacity of the FBI? 

Mr. Pommerexing. That is correct. . 

Mr. Hayes. Who directed that to be undertaken? 

Mr. Pommerexing. I did. 

Mr. Hayes. Did you do that in response to specific requests from 
the Attorney General? 

Mr. Pommerexing. No, sir. 

Mr. Hayes. On your own motion, then? 

Mr. Pommerexing. Yes, sir. 

Mr. Hayes. To your knowledge that is the first one of those in the 
history of the FBI? 

Mr. Pommerening. Yes, it is, in that area. There has been one other 
audit we have conducted in the FBI, and that was a part of the 
departmentwide audit. 

Prefacing that comment I must say the internal audit staff in the 
Department of Justice did not exist until June of 1970, and it has 
been developed from a zero resource organization — - — 

Mr. Hayes. So, in other words, that audit is sometime between 1970 
and the present? 

Mr. Pommerening. There is another audit as part of a department- 
wide review, and that is an audit of what is known as the confidential 
funds in the FBI, which is an annual appropriation of $70,000 that 
can be dispensed 

Mr. Hayes. That is two audits. 

Can you tell me whether or not you have been directed by anyone 
to reduce your internal audit staff due to pressures of inflation or due 
to Presidential directives to save money and economize? 

Mr. Pommerening. That is not true. It has never been suggested 
to me. This is the first time I have heard that. 



Mr. Hates. I have just inquired. Have you? 

Mr. Pommerening. No. As a matter of fact, the staff has grown 
continuously. 

Mr. Hayes. Do you have underway at the present time discussions 
on specific audits of the intelligence section that are to be undertaken 
in the future, either in conjunction with the general congressional 
overview of intelligence activities, or for any other reason? 

Mr. Pommerening. Mr. Hoobler’s staff has in recent months done 
some work with the Criminal Division in evaluating and assisting them 
in the program of organized crime intelligence. 

In addition, in my organization I have an'information system staff 
charged with reviewing all automated data processing and telecom- 
munication programs within the department. Some of these, of course, 
pertain to the intelligence efforts of some organizations in the depart- 
ment. Because of the very particular area of expertise there, the 
primary and indepth reviews and audits are handled by that staff, 
and they are ongoing in organizations within the department. 

Mr. Hayes. By that staff of Mr. Hoobler? 

Mr. Pommerening. No; this is the information systems staff. 

Mr. Giaimo [presiding]. The gentleman from Colorado is recognized 
for 5 minutes. 

Mr. Johnson. Mr. Walsh, when you established there was no 
congressional direction of where the FBI spends funds or how it 
spends them or really if there was any interest on the part of the 
Congress, I would like to know who makes the decisions with respect 
to how much money will be .spent in the intelligence field, and in 
counterintelligence? 

Mr. Walsh. They would be made by the Director of FBI in con- 
sultation with the Executives Conference. 

Mr. Johnson. Who constitutes the Executives Conference? 

Mr. Walsh. The Executives Conference is composed of the 13 
Assistant Directors, each of whom heads a division; two Assistants to 
the Director, one of whom is in charge of all administrative matter. 
And the other is in charge of all investigative matters; the Associate 
Director, Mr. Callahan; and Mr. Kelley. 

Mr. Johnson. At this level is there any input from the Director of 
Central Intelligence? 

Mr. Walsh. At that level, sir? 

Mr. Johnson. When you are starting to make up. your budget and 
are allocating the amount of money you want to put into your budget 
for intelligence and counterintelligence, do you have any contact with 
the Director of Central Intelligence? 

Mr. Walsh. Yes, sir. Mr. Wannall’s Division. He is the Assistant 
Director in charge of the Intelligence Division which has liaison with 
the Director of Central Intelligence. 

Mr. Johnson. What do you mean when you say they have liaison? 
They get together for coffee once in a while, or do they have con- 
tinuing contact? Does he talk to the Director of Central Intelligence 
or does he talk to his secretary or to his assistant? What actual 
contact do they have to coordinate this spending? Does the Director 
of Central Intelligence say “We need to have you spend this much 
money or do this kind of activity”? 

Mr. Walsh. The specific details of their relationship, Mr. Johnson, 
I am not acquainted with. 



Mr. Johnson. How about the Attorney General, does he have any 
input into this budgetmaking process? 

Mr. Pommerening. I would like to respond to that. Mr. Walsh 
has described elements of the process within the. Bureau. After they 
have made their determinations and make a submission to the depart- 
ment based upon the very complicated and definitive program struc- 
ture which I described to you earlier, it is then reviewed in my office. 
Questions or issues are isolated and the major ones are brought to the 
attention of the Attorney General and the Deputy Attorney General 
who then review them and may confer with me and my staff. They 
may confer with Director Kelley and his staff, and make final judg- 
ments of their own as to the appropriate allocations of resources for 
the Bureau’s activities which are then incorporated in the depart- 
mental budget that is submitted to the Office of Management and 
Budget. 

Mr. Johnson. You participate in this process, yourself, then? 

Mr. Pommerening. Yes, I do. 

Mr. Johnson. You went over in detail the amount of money they 
allocated for intelligence activities? 

Mr. Pommerening. I can’t answer that without making the time 
frame more precise. I tried to illustrate the fact that the departmental 
involvement in this process has escalated rapidly over the last 3 
years. That involvement 3 years ago was not nearly as intense and as 
rigorous as it is today. 

Mr. Johnson. So 3 years ago we will say there was in effect little or 
none? 

Mr. Pommerening. Much less. 

Mr. Johnson. How much time did you spend analyzing the amount 
of money that is going into intelligence activities and what detail 
you are going into them? 

Mr. Pommerening. For what year? 

Mr. Johnson. This year. 

Mr. Pommerening. This year in development of the fiscal year 
1977 budget, Mr. Johnson 

Mr. Johnson. I am just referring now to the k telligence-gathering 
activities because that is the scope of this investigation as you know. 

Mr. Pommerening. Four of five of my people spent 4 weeks of long 
days reviewing the FBI budget and in assessing their time commit- 
ment I would think that probably half of that was devoted to a review 
of the intelligence programs that exist in the FBI. 

Mr. Johnson. So then you reviewed that and then that went to the 
Attorney General? 

Mr. Pommerening. It has not yet. 

Mr. Johnson. But it will in the process? 

Mr. Pommerening. It will. 

Mr. Johnson. Now when you go to OMB they don’t really take a 
close, hard look at it and say ‘‘Well, we think maybe you are duplicat- 
ing.” They obviously haven’t time for that do they? 

Mr. Pommerening. They haven’t the resources to devote to it 
that I do. 

Mr. Johnson. Does the President have any input into this? Has he 
any knowledge as to what CIA and FBI are doing in this kind of 
domestic intelligence? 
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Mr. Pommerening. I can’t apeak for President Ford. 

Mr. Giaimo. The time of the gentleman has expired. The gentle- 
man from Florida is recognized for 5 minutes. 

Mr. Lehman. Thank you, Mr. Chairman. 

I mentioned before Patty Hearst and Jimmy Hoff a and you indi- 
cated that they were basically an investigative type of operation — not 
intelligence. To clarify, can you give me a ball park figure on how 
much you have spent on Patty Hearst? Whether it is $500,000 or $20 
nuljjojx or what? Can you give me a rough idea, on the cost of that 
investigation? 

Mr. Walsh. In response to that, Mr. Lehman, the principal ex- 
penditure is manpower. If we were to compute the salaries of the 
agents working on that — if you are asking for an off-the-top-of-my- 
head figure, I would say half a million dollars at least, to date, but I 
can furnish the information for the record if any cost data have been 
collected. 

[The following information was furnished for the record :] 

Following the initial and major thrust of the Hearst investigation, cost figures 
collected on a one-time basis disclosed that as of May 5, 1974, $2.6 million had 
been expended by the FBI on the case. Specific figures as to the cost of this investi- 
gation have not been collected since that time. 

Mr. Lehman. Of course I think just from what you read in the 
papers, it must have been several times that much money. What I am 
trying to say is that investigation costs cover a lot of your intelligence 
costs and by transferring these operations, or transferring the results of 
these operations, are you not really spending a lot more for intelli- 
gence than is indicated in the $82 million? 

Mr. Walsh. It gets down to a question of definition and what you 
say is certainly true but there is no way to compute that. 

Mr. Lehman. I think I have made my point that perhaps from the 
standpoint of actuality, $82 million does not include your whole 
intelligence budget. 

Let me go back to what Mr. Pike was talking about in the statistics 
in regard to the number of files that you have. I think you said there 
were 700,000 active files? 

Mr. Walsh. No, sir, these are investigative matters received. There 
were many more times than that. 

Mr. Lehman. You have that many 

Mr. Walsh. There are over 6 million files in the Files and Communi- 
cations Division of the FBI and some 58 million index cards I believe. 

Mr. Lehman. What do you call those that you had the 700,000 on? 

Mr. Walsh. Investigative matters received in a fiscal year. 

Mr. Lehman. In those investigative matters you said 75 percent 
were regarded as criminal investigations, about 4 percent were security 
clearances, and the other 20 or 21 percent were all others that were 
basically neither criminal nor security. 

Would all those others include sucli files as perhaps Joan Baez, or 
Jane Fonda, or citizens that have not committed a crime and have not 
applied for security clearance? I wonder what is in that other 20 per- 
cent and what is tlie authority for pursuing this kind of activity? 

Mr. Walsh. I can’t tell you with specificity, sir, but every individual 
that we have acquired information on in pursuance of our mission 
could very likely have a file open. 
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Mr. Lehman. Are there any Congressmen in those particular files? 

Mr. Walsh. I believe there are files on Congressmen, sir, and I 
think we have reported the specific number in another forum. I 
haven't that statistic with me but we have reported that number. 

Mr. Lehman. Can I ask you a very personal question? 

Mr. Walsh. Certainly. 

Mr. Lehman. Am I in there? 

Mr. Walsh. I don’t know that, sir. 

Mr. Lbhman. Could you let me know? 

Mr. Walsh. I imagine I could, sir, yes. 

Mr. Lehman. If you did have one, could I see it? 

Mr. Walsh. I can’t answer that because there are procedures that 
have to be followed 

Mr. Lehman. I am not trying to make this personal, but I am trying 
to relate it to what is the basis for this kind of activity. 

Mr. Walsh. Under the Freedom of Information Act, Mr. Lehman, 
I would assume that your file and anyone else’s file is available. _ 

Mr. Lehman. All these files you have, can anyone see theirs if they 
request the information in that file? 

Mr. Walsh. The terms and regulations under the Freedom of In- 
formation Act are very technical. 

Mr. Lehman. About these noncriminal and nonsecurity clearances, 
what is the legal justification for this activity? On what legal basis do 
you acquire this information? 

Mr. Walsh. Security clearances are pursuant to Executive order. 
I would like to mention, sir, the vast majority of those investigations, 
the preponderant majority of them, are not conducted by the FBI. 
They are conducted by the Civil Service Commission. 

Mr. Giaimo. The time of the gentleman has expired. 

Mr. Walsh, can you tell us how much the FBI spends on computers, 
hardware, and all that is encompassed within the expenditures for 
computers? 

Mr. Walsh. We have those figures, Mr. Chairman. Whether we 
have them with us or not I can’t tell you, but we know specifically how 
much that is. 

Mr. Pommerening. For fiscal year 1975, which is the year I have 
been quoting figures from, the amount of mone} r s committed for com- 
puter systems support was $9,384,000. 

Mr. Giaimo. That is, for systems support? 

Mr. Pommerening. That includes hardware rental, acquisition, 
staff, software, telecommunication lines, and so forth. 

Chairman Pike. Can you tell me if you know what types of in- 
formation the computers are used for? Are they strictly for FBI 
usage or are they tied in, in any way, to other governmental services 
or agencies of any kind? 

Mr. Pommerening. To the best of my knowledge, they are used 
solely for FBI purposes, plus the contact which is maintained with 
Federal, State, and local law enforcement to enter data and retrieve 
data and make inquiries with the NCIC system. NCIC, as you know, 
is composed of eight files including fugitives, stolen cars, stolen 
securities, stolen firearms, and these sort of things. 

Chairman Pike. If you can enlarge on that question for the record, 
we will appreciate knowing whether or not in fact you gain informa- 
tion and data from any knowing governmental agencies other than 
the FBI and the activities within the jurisdiction of the FBI. 
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I yield back the balance of my time and recognize counsel, Mr. Field. 

[The information requested by Congressman Pike will be printed 
in the appendixes of the November 18, 1975, hearings.] 

Mr. Field. Thank you, Mr. Chairman. 

I would like to probe this figure that we talk of, the total budget 
figure. 

This morning you told us, and by telling us you have told the 
American people, that they are spending $82 million a year for intelli- 
gence. That is all intelligence costs, now. 

I would maintain that is not entirely accurate. 

Let me go through a few things. 

What about background check? A full field investigation was done 
on me. That cost a considerable amount of money. 

Do you consider that intelligence? Is that in the secret $82 million 
budget? 

Mr. Walsh. No; it is not, Mr. Field. 

Mr. Field. If that is not intelligence, then the purpose of that 
background check is now over. Am I to presume you have destroyed 
those files? 

Mr. Walsh. No, sir. 

Mr. Field. You are keeping them? 

Mr. Walsh. Yes, sir. 

Mr. Field. That is information? 

Mr. Walsh. Yes, sir. 

Mr. Field. That is intelligence? 

Mr. Walsh. No, sir. 

Mr. Field. It is not intelligence. 

Mr. Walsh. It depends on your definition, sir. 

Mr. Field. Why are you keeping it, if it is not intelligence? 

Mr. Walsh. We follow the regulations of the Archivist of the United 
States. That is an official document 

Mr. Field. Does the Archivist define intelligence for the FBI? 

Mr. Walsh. No, sir. 

Mr. Field. I would appreciate it if you would either include the 
cost of the intelligence you have about me in your budget or else get 
rid of it, because I think it is not fair to treat it as though it is not 
intelligence, as far as your budget is concerned, but to keep it as 
intelligence for practical purposes. 

Was my background check given to anybody else, such as the 
Department of Defense, or the CIA? 

Mr. Walsh. I am not acquainted with details of your background 
check, Mr. Field. 

Mr. Field. Could it have been? 

Mr. Walsh. It could have been under certain circumstances. 

Mr. Field. So in fact it is intelligence. It is used by people to find 
out about me. 

Mr. Walsh. I cannot agree with that definition. 

Mr. Field. I appreciate that, for the record. I think we have a 
pretty good understanding of common sense and it sounds to me like 
intelligence. 

What about the cost of computers? The National Crime Information 
Center is fairly expensive. Is that considered a cost of intelligence? 

Mr. Walsh. No, sir. 
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Mr. Field. That is not information that is used as intelligence 
about people? 

Mr. Walsh. No, sir. 

Mr. Field. It is not used for that. 

I would appreciate knowing what it is used for, if it is not used for 
that purpose. 

t Mr. Walsh. May I ask, sir, if you are going to address these ques- 
tions to me in writing? 

Mr. Giaimo. He is addressing them now if you can respond. If you 
want additional time to respond in writing you may have that. 

Mr. Field. We have a different problem. We are not interested in 
keeping the budget down. We are not interested in making it look as 
though there is not very much intelligence being done in this country. 
Our problem is to tell an oversight committee what to look at, when 
they start assessing how much this is costing the taxpayer. 

How about the cost in fingerprint files in that whole fingerprint 
division? 

Mr. Walsh. We have exact costs on that. 

Mr. Field. That is included in the $82 million? 

Mr. Walsh. No. 

Mr. Field. Is it $50 million or something like that? That is not 
information; that is not intelligence. 

Mr. Walsh. No, sir. 

Mr. Field. How about the cost of living and allowances at foreign 
posts for FBI people? 

Mr. Walsh. That is not intelligence. 

Mr. Field. And they are not over there on intelligence, they are just 
in foreign countries carrying out domestic 

Mr. Walsh. A liaison assignment but I have conceded there can 
be some intelligence developed 

Mr. Field. It sounds like that is all they are over there for and that 
that is a way of shifting the real cost of intelligence out of that budget. 

How about the National Bomb Data Center? 

Mr. Walsh. Yes, sir. 

Mr. Field. That is intelligence? 

Mr. Walsh. It may be in the dictionary’s definition, sir, but it is 
not in ours. 

Mr. Field. Investigations. We never really did find out what they 
were beyond a certain small percentage. Investigations. The word is 
there. It is not intelligence? 

Mr. Walsh. Not in the sense we are trying to break out these costs, 
Mr. Field. 

Mr. Field. I appreciate that for the record and it is an interesting 
answer. 

If we were to add in all these things but start adding in the Drug 
Enforcement Administration, the internal security activities of the 
Justice Department, isn’t it a fair statement that the American tax- 
payer is paying closer to half a billion dollars for intelligence in th<* 
Justice Department, a lot closer to that, than he is the $82 million? 
Wouldn’t that be a fair statement? 

Mr. Walsh. I can’t agree with that, sir. 

Mr. Field. I yield back the balance of my time. 

Mr. Milford. Do you consider the local police identification names 
and the personnel files of this Congress as being intelligence? 

58 - 920—76 21 
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Mr. Giaimo. We are not going to get into an open colloquy between 
members of the committee and counsel. I believe the point counsel 
makes is that the $82 million which the FBI claims as its budget 
for intelligence does not take into account other portions of their total 
budget which also are used in the intelligence-gathering field and 
when taken in total, total a great deal more than the $82 million. 

In other words, it is within the effort of certain agencies, and I 
believe Justice is one of them, to try to keep their intelligence budget 
figure low so it will be a more appealing figure to Congress. Therefore 
it doesn’t take in some of these other aspects, which in a stricter 
definition — and, of course, Mr. Walsh is correct when he says it de- 
pends on the definition — but from a broader scope, that are necessary 
in order to carry on an intelligence function and which can well be 
considered by us as meaning that intelligence functions are more than 
$82 million. 

At this time we will complete the hearing with the present gentle- 
men, Mr. Pommerening, Mr. Walsh, and Mr. Hoobler, and the com- 
mittee will stand in recess until 2 o’clock this afternoon, at which time 
we will have with us the Commissioner of the Internal Revenue Serv- 
ice, Mr. Donald Alexander. 

[Whereupon, at 12:15 p.m., the committee was recessed, to recon- 
vene at 2 p.m., this same day.] 

AFTERNOON SESSION 

Chairinan Pike. The committee will come to order. 

Our witness this afternoon is the Commissioner of the Internal 
Revenue Service, the Honorable Donald Alexander. 

Mr. Alexander, it is very nice to see you again. I apologize for the 
number of times we have seen each other this year. That was my 
Ways and Means hat. This is a different one. 

The subject is essentially the same. You may proceed with your 
prepared statement. 

STATEMENT OF HON. DONALD ALEXANDER, COMMISSIONER OF THE 
INTERNAL REVENUE SERVICE, ACCOMPANIED BY WILLIAM E. 
WILLIAMS, DEPUTY COMMISSIONER; MEADE WHITAKER, CHIEF 
COUNSEL; SINGLETON WOLFE, ASSISTANT COMMISSIONER, COM- 
PLIANCE; WARREN BATES, ASSISTANT COMMISSIONER, INSPEC- 
TION; ROBERT POTTER, ASSISTANT DIRECTOR, INTELLIGENCE 
DIVISION; MISS ANITA ALPERN, ASSISTANT COMMISSIONER, 
PLANNING AND RESEARCH; JOSEPH DAVIS, ASSISTANT COMMIS- 
SIONER, ADMINISTRATION; AND ALAN BECK, FISCAL MANAGE- 
MENT OFFICER 

Mr. Alexander. Thank you, Mr. Chairman, it has been my 
pleasure to appear before you in your capacity as a member of the 
Ways and Means Committee Oversight Committee several times, and 
my colleagues and I look forward to appearing before you arid the 
other members of the Select Committee on Intelligence this afternoon 
to discuss with you what we do, why we do it and how we do it. 


First T would like to introduce my colleagues to you, Mr. Chairman. 
On my immediate left is Mr. William E. Williams, Deputy Coinmmis- 
sioner of Internal Revenue. 

On Mr. Williams' left is Mr. Warren Bates, our Assistant Commis- 
sioner, Inspection. 

On my immediate right is Meade Whitaker, Chief Counsel of the 
Internal Revenue Service, and on Mr. Whitaker’s right is Mr. Single- 
ton Wolfe, our Assistant Commissioner, Compliance. 

Others who may respond to questions that the committee may have 
about detailed activities or expenditures of the Internal Revenue 
Service include Miss Anita Alpcrn, Assistant Commissioner, Plan- 
ning and Research, behind Mr. Williams. 

Mr. Joseph Davis, Assistant Commissioner, Administration, and 
to Miss Alpern’s right, Alan Beck, our fiscal management officer. 

Mr. Chairman, I have a prepared statement which has been dis- 
tributed to the committee, along with a pink document which the 
committee received yesterday on our new information-gathering guide- 
lines. I would like to summarize the statement and submit the state- 
ment as a whole for the record. 

Chairman Pike. Without objection, the statement and information 
gathering guidelines will be placed in the record. 

[The information-gathering guidelines referred to by Mr. Alexander 
are printed on pages 593 to 601 of the appendix. Mr. Alexander's 
prepared statement follows:] 

Statement by Donald C. Alexander, Commissioner of the Internal 

Revenue Service 

Mr. Chairman and Members of the Committee, I am pleased to be here this 
afternoon, to discuss with you the information gathering activities of the Internal 
Revenue Service, and to place those activities in perspective to the Service’s 
overall operations and resource requirements. At the outset, let me state that I 
am going to be as open and as candid with you as the data available to me per- 
mits. However, as I shall describe to you shortly, the incorporation of a variety 
of IRS operations under 'a single organizational function does make it difficult, 
in some instances, to identify precise figures with regard to specific individual 
activities. Moreover, this problem with respect to the concerns (J this Committee, 
is compounded somewhat by semantics^ Nevertheless, wo are going to do our 
best to provide you with all the facts and figures at our disposal. 

Before getting into any detailed discussion, I wouldliketo clear up tbe semantic 
problem which I just mentioned. Obviously, the IRS collects. enormous quantities 
of information covering every taxpaying entity in the Nation. This information 
is essential to the Service in determining a taxpayer’s propet tax liability. The 
vast preponderance of this data is submitted to us, timely and accurately, by the 
taxpayers themselves, in voluntary compliance with the law. The Service, in turn, 
bears a responsibility to the taxpayers for the careful custodianship of the data 
with which they entrust us, just as we bear a fiduciary responsibility for the taxes 
we collect. 

This represents the bulk of information gathered by the IRS. YVe do, however, 
collect additional information regarding taxpayers, under three general sets of 
circumstances. The first and by far the largest, is our normal audit process, where 
we are generally seeking substantiation rather than information itself. In the 
second set of circumstances, additional information regarding specific taxpayers 
is sought by the Service in connection with specific tax inve»Ogations, v where we 
have established a controlled case file based upon data alrea^ in our hands that 
suggests that probable existence of criminal or civil tax fraud. The establishment 
of such an investigation will frequently have come about as a result of our normal 
audit procedures, such as the application of the discriminant function by our 
service center computers, or as a result of data acquired Incident to the audit of 
another taxpayer. The collection of specific, case related information is made 
through professional law-enforcement investigative methods, tuch as interviews 
and the examination of third party records. 
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The third set of circumstances in whioh information is gathered by the Service, 
which may be described as “intelligence gathering”, involves the evaluation of a 
variety of information items as potential indicators of revenue non-compliance or 
of breaches of our own integrity. As we understand it, Mr. Chairman, it is this 
sort of information gathering in which your Committee is interested, and it is 
these Service activities I would like to discuss with you in detail this afternoon. 

Internal Revenue’s “intelligence gathering” activities fall into two basic areas 
of concern; (1) those activities related to enforcement of the Internal Revenue 
Code; and (2) those activities related to the Service’s internal security and the 
integrity of its employees and its operations. The former area is by far the larger 
of the two, and includes three distinct activities: The Intelligence Division’s 
information item and background files, our Joint Compliance Program, and our 
Return Compliance Program. 

I should point out that the name of our Intelligence Division may be somewhat 
misleading from the Committee's point of view. This division, as many of you 
may know, is the Service’s criminal enforcement arm, and the bulk of its resources 
are expended directly upon specific tax fraud investigations. As an esample, only 
an estimated $4.3 million of the Intelligence Division’s FY ’75 budget of $100 
million was spent on generalized information gathering. Much of the resources 
expended in this activity relates to the evaluation of tens of thousands of un- 
solicited “tips” which the Service receives from the public each year. Over the 
last three years, we have evaluated roughly 100,000 such publicly submitted 
information items annually. In addition, the Intelligence Division receives about 
20,000 information items per year from other Service activities, such as our Audit 
and Collection Divisions, and another 20,000 or so items from other Government 
agencies. 

Of the approximately 140,000 total information items we receive 'feach year, 
about one half are found to have no present revenue potential, or no relationship 
to tax law enforcement whatever. Those with no tax-relevance whatever that 
appear to have potential interest to other law enforcement agencies are forwarded 
to the appropriate organization, following review and concurrence by the Director 
of the Intelligence Division. Under present procedures, the information items are 
held by the receiving office for five years. 

After five years, they are destroyed. We are in the process of revising these 
procedures to shorten the retention period for those items that are not directly 
tax related. 

The other information items we receive are either subject to further Intelligence 
investigation, or are forwarded to other IRS activities, as appropriate. Those 
items which, upon detailed evaluation, do not appear to justify any action are also 
held for five years in manual files for possible further reference. After five years 
they are destroyed. In addition to those information item files, our field Intelligence 
organizations also retain a “background file” on taxpayers who are under investi- 
gation, but upon whom a civil or criminal case file has not yet been established. 
Under our recently revised and tightened procedures, all information in these 
files must be directly tax related. These files contain unsolicited data received by 
the Service, as well as information which the Service may have actively sought 
from other government agencies, or from informants. 

As I stated a moment ago, our Intelligence organization estimates that it spent 
approximately $4.3 million on the generalized information gathering activities 
which I have just described. The bulk of this expenditure was devoted to the re- 
view, evaluation, and disposition of the information items involved. This figure 
represents a substantial reduction from the resources spent on these activities 
during prior years. This is because the IRS halted its generalized intelligence 
gathering activities in January 1975, pending a thorough review of procedures in 
this area. This review has been completed. Copies of our newly revised and tight- 
ened procedures have been furnished to the Committee. The expenditures for this 
activity in FY '74 were an estimated $6.5 million. During FY ’73, these amounts 
were even higher — roughly $11.8 million was spent in our generalized intelligence 
gathering and evaluation activities, representing nearly 16% of the FY ’73 In- 
telligence Division budget of $74 million. Our projection for FY ’76 indicates that 
anticipated generalized information gathering efforts will be a far smaller per- 
centage of our total Intelligence Division expenditures. 

We have two other enforcement-related information gathering programs in the 
Service: our Joint Compliance Program and our Returns Compliance Program. 
The Joint Compliance Program, or JCP, is a loosely structured district level 

S ram designed to allow our district directors to have some local research and 
ysis capability in order to determine taxpayer compliance in the areas under 
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their jurisdiction. Manpower is allocated to the Districts for research to determine 
the extent of non-compliance with the tax laws within locally selected occupations, 
industries, or geographic areas that would not be identified by other established 
Service non-compliance detection processes. Information from a variety of sources 
is analyzed and the areas that appear most likely to have the highest degree of 
non-compliance are selected for project attention. The scope of non-compliance is 
determined by a taxpayer sample, and remedial actions are suggested. Such 
actions would inehide;_taking_appn>P r iate enforcement actions; revising the tax 
regulations, forms, etc., or recommending revisions I5f the law; and working with 
taxpayer associations to educate members of tax reporting requirements. 

In FY *75, the Service expended an estimated $3.5 million on JCP activities. 
This represents a reduction from our FY *74 operational level of approximately 
$5.3 million. 


Our Returns Compliance Program, or RCP, is administered by our Collection 
function. RCP activities are designed to identify delinquent return filers from leads 
generated both within and without the Service. Outside leads typically include 
state records of licenses and permits, industry trade associations, and other largely 
public documents. Such information is then cross-checked against IRS records to 
ascertain the existence of non-filers. In the past three years, RCP has produced an 
estimated 885,000 delinquent tax returns, with combined assessments in excess of 
$370,000,000. In Fiscal Year 1975 our RCP activity cost $10.7 million. 

The three areas I have discussed so far this afternoon represent the Service’s 
total enforcement intelligence gathering efforts. In sum, for FY *75, they cost an 
estimated $18,515,000. This represents approximately 1.2% of the Service’s 
FY ’75 budget. 

As I indicated at the outset, in addition to our etiforcement-related intelligence 
gathering activities, we also engage in a very small amount of general information 
collecting in association with our own Internal Security operations. The major 
duties of the Internal Security Division of the Inspection Service are to conduct 
background investigations of job applicants; investigate complaints of misconduct 
or irregularities concerning employees; and investigate persons outside the Service 
who attempt to bribe or otherwise corrupt Service employees and who threaten or 
assault employees. 

The preponderance of Internal Security activities is directed at specific cases 
and allegations. Internal Security has no formal system for “general intelligence 
gathering” as such. However, inspectors do get general intelligence information 
as part of their job. This may be unsolicited from such sources as rank and file 
employees, management officials, the Congress, state and Federal government 
agencies, anonymous letters, etc., or it can be incident to an ongoing investigation. 
Information gathered in this way is evaluated and, based on the judgment of 
Internal Security managers, may result in a specific case or may be put in a 


miscellaneous file for possible future reference. 

On a very limited basis, Inspection has paid money to non-IRS individuals for 
information, and expenses related to securing that information. This information 
is very specific and almost always results in an investigation. In Fiscal Years 
1973-1975 this has totaled approximately $3,500. In addition, payments^have 
been made to IRS employees for expenses they have incurred in assisting in- 
vestigations by Inspection. These expenses are incurred almost exclusively in 
connection with bribery investigations. In Fiscal Years 1973-1975 this totaled 
approximately $11,000. 

~ While Inspection has no ongoing system for general intelligence gathering there 
have been several individual projects involving limited intelligence gathering. 
During Fiscal years 1973-^1975 the money spent on these projects totaled approxi- 
mately $36,383,00. These projects have all beea stopped because they did not 
indicate integrity breakdowns. 

In summary, Mr. Chairman, I have presented you with a broad, but I believe, 
complete picture of Internal Revenue’s general intelligence gathering activities, 
and the costs associated with those activities. My associates and I look forward 


to your questions. 


Mr. Alexander. Mr. Chairman, we will do our best to cope with 
the expectation of precision that you have. 

We gather, as you know, in your other capacity, more information 
from more people about their financial affairs and about their lives 
than any other agency, and we have a duty to gather this information 
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only to the extent that it is necessary in the administration and en- 
forcement of the Internal Revenue laws, and we have a duty to safe- 
guard the information that we gather. 

So, in the broadest sense of the term, we are probably the largest 
information or intelligence-gathering agency to appear before this 
committee in the exercise of its responsibilities. 

In addition to the information that is given us voluntarily, we must 
ask for and obtain further information. Much of this is requested and 
obtained in the course of our fulfillment of our audit responsibilities. 
Last year we conducted almost 2,500,000 audits, and in connection 
with each of those audits, it was probably necessary for us to ask 
for information beyond that submitted on the taxpayer’s tax return. 

This information is largely information to substantiate deductions 
or credits, or the characterization of items on the return, but in addi- 
tion to this type of information gathering, which we engage in to a 
very large extent, and which we must engage in to fulfill our responsi- 
bilities, we engage in other and much smaller and narrower types of 
information gathering. It is those we would like~to explore with 
you this afternoon. 

In one set of circumstances, additional information regarding a 
specific taxpayer is sought in connection with specific tax investiga- 
tions where we have already established a file that suggests the 
possibility of civil or criminal fraud. 

Generally, these investigations come about as a result of our normal 
audits or our collection processes and the referral of cases to Intelli- 
gence. Here we need to collect certain specific and case-related infor- 
mation through professional investigative methods. 

Another set of circumstances which can be described as intelligence 
gathering in the broad sense of the term, involves the evaluation of a 
variety of information items as potential indicators of revenue non- 
compliance or sometimes breaches of our own integrity. 

As we understand it, Mr. Chairman, it is this particular type of 
information gathering in which your committee is most interested. 

Now, intelligence-gathering activities of this type fall into two 
basic areas: First, those related to enforcement of the Internal Revenue 
Code, and second, those related to our own internal security and the _ 
integrity of our employees and operations. 

Of these, the former is the larger area. It includes our Intelligen ce 
Division and our joint compliance program. Our intelligence Division 
is our criminal enforcement arm. Last year it was budgeted at about 
$100 million. Only about $4.3 million, however, of this $100 million was 
spent on generalized information gathering. 

Much of these resources relate to thousands of tips or informant 
communications we receive from the public each year unsolicited. 
Perhaps “informant” is the wrong word. These are communications 
from people to the Internal Revenue Service about other people’s 
taxes. 

We receive more than 100,000 information items of this type 
annually, and then we receive from the inside of the Service another 
40,000 or so such items annually. We find that many of these have no 

F otential whatever. Many of them are grudge letters or crank letters. 

understand that Congressmen are not immune from receiving such 
letters, and I think we can tell one when we see one and know what to 
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<lo with one. We keep it for a while. We keep it because the person 
who sent it may follow up and complain about a possible violation of 
integrity on the part of tne Service in not following up, or the person 
may claim a reward under section 7623 of the Internal Revenue Code 
which contains a provision for reward. 

We keep them, but we don’t do anything with them. 

Those that relate to possible violations of laws other than those 
that we have the authority to enforce are referred to the proper agency, 
and those that are related to enforcement of the tax laws are retained 
and evaluated. After a period of normally 5 years, these items, if not 
used, are destroyed. We are reevaluating that retention period in 
connection with the new information guidelines we have submitted to 
this committee. 

Now, under these new guidelines, all information that is put in our 
case files must be directly tax-related. We have a definition that we 
will be glad to explore with you, a definition by example of what is 
directly tax-related on page 2 of the pink guidelines. 

As i mentioned, our intelligence organization estimates that it 
spent about $4.3 million on this generalized information-gathering 
activity, and the bulk of this expenditure was in the review and 
evaluation and disposition of information items. This $4.3 million is a 
substantial reduction in the corresponding expenditures made in prior 
years. 

On page 6 of my statement, I point out, in fiscal year 1973, we 
spent about $11.8 million in these same generalized information- 
gathering and evaluation activities and this represented nearly 16 
percent of our 1973 intelligence division budget. 

In 1974, this $11.8 million was reduced to $6.5 million and last 
year it fell to $4.3 million. 

— In evaluating the resources made available to us and the need for 

f iroper utilization of these resources, we don’t place generalized in- 
ormation-gathering at the top of the scale. I mentioned earlier that 
we had two other enforcement-related information-gathering pro- 
grams. Our joint compliance program and our returns compliance 
program, JCP and RCP. JCP is comparatively small and somewhat 
loosely structured district level program designed to allow our district 
directors to have some local freedom in meeting local needs in the ad- 
ministration and enforcement of the tax laws. We allocate manpower, 
a small part to the district for research to determine the extent of 
noncompliance within locally selected occupations, industries, or 
groups — areas that would not be identified sufficiently by our general 
system of selection of taxpayers for investigation. 

We analyze information from a variety" of sources. We attempt to 
determine the scope^rf noncompliance and the actions which should be 
taken to remedy it, and these actions include not only enforcement but 
also revising our regulations and our forms, recommending revisions 
to the law, and working with groups of taxpayers or employers in an 
effort to solve problems. 

In fiscal y r ear 1975, we spent about $3.5 million on joint compliance 
programs and this represented a reduction from our fiscal y r ear 1974 
expenditure of a considerably larger amount. 

Our returns compliance program is administered by our collection 
function, and returns compliance is designed to do what its name would 
imply: To identify people who should have filed returns but who 


didn’t file returns. We identify these people from lead? generated both 
from within and without the Internal Revenue Service. We use State 
records of licenses and permits. We use industry trade association 
periodicals, and other largely public documents, including the yellow 
pages. We cross-check this information against IRS records to ascer- 
tain the existence of nonfilers, and in the past 3 years, this returns 
compliance program has produced an estimated 885,000 delinquent 
tax returns, with large combined assessments of taxes. 

This activity cost $10.7 million in fiscal year 1975. 

These three activities together, our intelligence division activity in 
this respect, our joint compliance program, our returns compliance 
program, cost in tne 3 T ear 1975, about $18.5 million, or about 1.2 per- 
cent of our total 1975 budget 

At the outset, I mentioned that we also engaged in a small amount 
of information-collecting in association with our internal security 
operations, designed to protect the integrity of the Internal Revenue 
Service. The major duties of the Internal Security Division of the in- 
spection service include checking job applications, investigating 
complaints of misconduct or irregularity concerning employees, ana 
investigating persons outside the Service who attempt to bribe or 
otherwise corrupt Service employees or who threaten or assault 
employees. 

The preponderance of internal security activities is directed at 
specific cases and specific allegations. It has no formal system for 
general intelligence-gathering as such, but inspectors do get some 
general intelligence information as part of their job. It may be un- 
solicited in connection with an ongoing investigation. We evaluate 
this information and it may result — and sometimes does — in a specific 
case, or it may be put in a miscellaneous file for possible future refer- 
ence. On a very limited basis, inspection has paid money to individuals 
outside the IKS for information and expenses. In fiscal years 1973 
through 1975, this has totaled approximately $3,500. We have also 
made certain payments to IRS employees for expenses incurred in 
assisting inspection investigations; in the same fiscal years, 1973 
through 1975, this totaled about $11,000. 

There have been several individual projects for inspection involving 
limited intelligence-gathering; the money spent on these projects 
in the same fiscal years, 1973 through 1975, was approximately $36,000. 
These projects have all been stopped. 

Mr. Chairman, this is a broad overview of our intelligence-gathering 
activities and the costs associated with these activities. We look 
forward to your questions and the questions of your committee 
members and staff with respect to this issue of costs, the issue of intel- 
ligence gathering generally, and the further issue of our relationship 
with the other agencies charged with law enforcement responsibilities 
with intelligence-gathering responsibility. 

Thank you. 

Chairman Pike. Thank you, Commissioner Alexander. 

First of all, I would like to just state publicly that the amounts 
which you spend in this regard compared to the amounts which we 
have run into being spent by other agencies in this regard are so puny 
that they appear to be almost negligible in the total scheme of things. 
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This morning, the FBI reported to us that they thought it would 
be veiy detrimental to their efforts to prosecute organized crime if 
organized crime knew how much money was being spent by the FBI 
in order to investigate them. 

You have no reluctance telling us what you spend to investigate 
taxpayers or get intelligence against taxpayers. Is it because the 
taxpayers are disorganized, that you don’t find this a necessarily 
secret figure? 

Mr. Alexander. I wouldn’t say that that was the reason. We have 
found some taxpayer groups to be very highly and efficiently organized 
and it takes an efficient organization on our part to cope with the 
problems such organizations produce. 

We have no problem 

Chairman Pike. You understand, Mr. Alexander, you are the first 
person to come before this committee who has told us what you spent 
in gathering intelligence — told us in open session what you spent in 
gathering intelligence — and it comes as kind of a shock and a break- 
through to us to hear somebody come in and say, “We spend this 
much money doing this kind of thing.” It is rather refreshing. 

When other intelligence-gathering agencies pay informants in the 
United States of America for information, does the Internal Revenue 
Bureau know about it? 

Mr. Alexander. Mr. Chairman, first I will try to respond, and then 
I will ask Mr. Wolfe to speak. 

Chairman Pike. I assume nothing is withheld, as a withholding tax, 
for money that is paid for information? 

Mr. Alexander. We think informants, like others, share the privi- 
lege of all Americans in paying taxes upon their income, including 
what they get for being informants, and we have a responsibility to see 
to it that informants meet their tax responsibilities. 

Chairman Pike. You are not necessarily dealing with the best 
white collar element in American society when you are talking about 
these informants and I just wonder to what extent they do pay taxes 
on the money they get for being informants. 

Mr. Alexander. I am not sure that we have any special programs 
that would identify the degree of compliance or noncompliance m the 
informant population which I am told is growing to some degree. 
Programs using informants are not growing to as great a degree now 
because Internal Revenue has terminated its association with many of 
them in the Miami area and elsewhere. 

Chairman Pike. How about when FBI pays an informant, do you 
know what the FBI has paid an informant? 

Mr. Wolfe. Mr. Chairman^ we do not know what other agencies 
have paid to informants, no, sir. 

Chairman Pike. It is perfectly conceivable one element of our 
Government is paying informants money which never really gets 
taxed at all ; is that conceivable? 

Mr. Wolfe. That, could be conceivable that one agency could be 
paying money that was not reported as taxable income; yes. 

Mr. Alexander. I don’t believe there is any withholding. 

Chairman Pike. I don’t believe so either and that is exactly why I 
raised the question. 


s 



When you collect information which may involve crimes or offenses 
other than income tax evasion, you say you turn it over to other, 
authorities. 

Do you follow up on what happens to this, at all, or do you just 
turn it over to the other authorities? 

Mr. Alexander. So far as I know we don't follow up. Can you add 
to that, Mr. Wolfe? 

Mr. Wolfe. No, sir, Mr. Chairman, we do not follow up. 

Chairman Pike. When you get information — I presume, Mr, 
Alexander, you run a pretty broad computer system in the IRS. Into 
your computer gets cranked all kinds of information about ail kinds 
of American citizens. Am I right thus far? 

Mr. Alexander. You are certainly right, sir. 

Chairman Pike. Does anyone have access to your computers, other 
than the Internal Revenue Service? 

Mr. Alexander. Let me put this in context, Mr. Chairman. We 
have our major computer system, which has the information that you 
described in our master file, at Martinsburg, W. Va. Access to this 
computer system is limited to the Internal Revenue Service. However, 
other people — congressional committees, other agencies of the Govern- 
ment, and others beyond congressional committees and other agen- 
cies — can obtain tax returns and tax return information from us. 

Chairman Pike. Who spends more time getting information from you, 
congressional committees or other agencies of the Government? 

Mr. Alexander. Other agencies of the Government. 

Chairman Pike. I was pretty sure of that. 

Mr. Alexander. Oh, yes. 

Chairman Pike. It would be at least 95 to 1, would it not, as far as 
the amount of information that you give to congressional committees 
compared to other agencies of the Government? 

Mr. Alexander. I would certainly think so, because the Depart- 
ment of Justice, which is our largest customer, has the largest need. 

Chairman Pike. My time has expired. Mr. McClory? 

Mr. McClory. Thank you, Mr. Chairman. 

You say that these tips come from tens of thousands of persons. How 
many are there? Thirty thousand? Eighty thousand? 

Mr. Alexander. Let me make it clear that I was talking about tho 
number of communications that we receive annually. Now, one person 
might send in several communications, but assuming the number of 
communications is roughly equivalent to the number of communica- 
tors, we receive, I am told, more than 100,000 of these communications 
annually from the outside, Is that correct, Mr. Wolfe? 

Mr. Wolfe. Yes, sir. Last year, in fact, in fiscal year 1974, we 
received about 106,000. 

Mr. McClory. You are paying out $4.3 million from the intel- 
ligence funds? Is that a bounty or reward? What is that? 

Mr. Alexander. Oh, no. That is the cost as we see it, an estimate 
of our costs, of our generalized intelligence-gathering work in the 
intelligence division. It includes the evaluation and followup of items 
such as those which you have just described. 

Mr. Wolfe can clarify the other activities. 

Mr. McClory. There is no bounty or reward involved in the $4.3 
million? 
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Mr. Wolfe. No, sir, that is just our payroll costs and other process- 
ing costs of gathering this information. 

Mr. McClory. Are you engaged in strike force operations with the 
Department of Justice? 

Mr. Alexander. Yes. 

Mr. McClory. In that connection, you supply, readily, of course, 
the Internal Revenue information necessary tnere? 

Mr. Alexander. Could I clarify that, Mr. McClory? The strike 
force is, as you pointed out, a combined effort under the aegis of the 
Department of Justice. To obtain tax returns however, a request 
must come from an Assistant Attorney General, the Deputy Attorney 
General, or the Attorney General, to me, for the tax return information 
with respect to a specific taxpayer. 

Mr. McClory. Then you might use your intelligence activities or 
engage in intelligence activities to get additional information, contact- 
ing individuals with whom the strike force object is doing business 
and the banks and other sources of information? 

Mr. Alexander. That is correct, after a case has started. 

Mr. McClory. Ono of the things that has been disturbing to Mem- 
bers of the Congress and the American public has been the rather lax 
manner in which some directors of the Service have handled the con- 
fidentiality of Federal income tax returns. That is, making the infor- 
mation available maybe to selected Members of Congress or to the 
President of the United States or others. 

There is no basis for making any such charge today; is there? 

Mr. Alexander. Charges can be made, but this cliarge, would in 
mv judgment, be without foundation, considering the way we aro 
trying to administer the law. But the law needs correction, Mr. Mc- 
Clory. The law is too broad. The law governing confidentiality or lack 
thereof should be, as we see it in the Treasury Department and the 
Internal Revenue Service, tightened up considerably. 

Mr. McClory. Would you be willing to make specific recommenda- 
tions to our counsel and to this committee? One of the principal 
objectives, it seems to me, of the work of this committee is to try to 
improve the law relating to all of our intelligence agencies, to enhance 
confidentiality 7 , wherein confidentiality is important, and otherwise to 
close up the gap, to correct the defects in the existing law. Would you 
be willing to do that? 

Mr. Alexander. Yes, Mr. McClory. 

Mr. Alexander. Last fall, Secretary Simon sent up to the Hill a 
, legislative recommendation for correction of a number of defects in 

the present law. That would be a good place to start. We will get that 
to you. 

Mr. McClory. Thank you very much. 

[Subsequently, the IRS submitted to the committee (1) a draft bill 
“To amend the Internal Revenue Code of 1954 to restrict the au- 
thority for inspection of returns and the disclosure of information with 
respect thereto, and for other purposes”; and (2) a “Proposal to amend 
section 6903 and related Code sections having to do with disclosure of 
Federal tax returns and return information.” The draft legislation — 
S. 4116, 93d Cong., introduced by Senator Bennett — and the proposal 
are in the committee files. A letter from Mr. Alexander to Mr. Field 
relating thereto is printed on pages 602 to 603 of the appendix.] 
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Mr. McClory. Have there been any recent changes with regard to 
access to information at the Martinsburg data center to prevent 
widespread or unauthorized use of data from that source? 

Mr. Alexander. We are continually reviewing our security meas- 
ures to prevent unauthorized access to Martinsburg and to the gold 
mine of information stored there. I know of nothing specific beyond 
that. Do you, Mr. Bates? 

Mr. Bates. No. 

Chairman Pike. The time of the gentleman has expired. 

Mr. Giaimo? 

Mr. Giaimo. Thank you. 

Mr. Alexander, I’d like to get a little more specific on your state- 
ment that you get a great deal of inquiry from congressional 
committees. 

Mr. Alexander. I think that the chairman put it in context when 
he indicated about a 95 to 1 relationship with Congress on the low side. 

Mr. Giaimo. Let me put it in a little greater degree of context. Can 
any Congressman call IRS and ask for John Doe’s tax return? 

Mr. Alexander. Not unless that Congressman is John Doe. 

Mr. Giaimo. Do I understand that tne congressional committee 
that would deal mostly with IRS probably would be the Joint Com- 
mittee on Taxation? 

Mr. Alexander. The Joint Committee on Internal Revenue Tax- 
ation, the Ways and Means Committee, the Finance Committee, and 
the Senate Select Committee has an Executive order, I believe. Who 
else, Mr. Whitaker? 

Mr. Giaimo. Isn’t it basically the committees which are concerned 
with the Tax Code of the United States and the administration of the 
Tax Code of the United States? 

Mr. Alexander. That is correct. 

Mr. Giaimo. Can those committees get tax returns of individuals, 
or do they get statistical information? 

Mr. Alexander. They can get tax returns. 

Mr. Giaimo. Do they get many tax returns of individuals? 

Mr. Alexander. No. 

Mr. Giaimo. I assume that the Department of Justice gets many 
because of your enforcement procedures; is that so? 

Mr. Alexander. That is, to a large extent, the reason why they get 
a large number of tax returns. I mentioned that we get a number of 
requests in connection with strike force activity. 

Air. Giaimo. It is in the enforcement division; isn’t that so? 

Mr. Alexander. That is correct. 

Mr. Giaimo. IRS has come in for some criticism, primarily in very 
recent years and days because of the fact that Presidents and/or 
Presidential assistants were obtaining tax returns of individuals and 
because of the dangers of enemy lists, and so forth; isn’t that so? 

Mr. Alexander. That is so, and President Ford has issued an 
Executive order materially tightening up White House access. We 
have issued a similar directive in the Internal Revenue Service 
centralizing any such requests in my office or the Office of the Deputy 
Commissioner. 

Mr. Giaimo. Do you get many requests for tax returns of individ- 
uals or corporations "from the FBI or the CIA? 
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Mr. Alexander. Many? No; as a matter of fact, I don't know if 
we get into any as such, from the FBI. 

Mr. Wolfe, that disclosure comes within your function. 

Mr. Wolfe. We do not. At least in the last few years we have not 
acted on any requests from the FBI. 

Mr. Alexander. How about the CIA? 

Mr. Wolfe. I have received no request from the CIA. 

Mr. Giaimo. You said in the last few years. What happened to 
change the pattern? The last few years happen to have been a critical 
period in American history. 

Mr. Wolfe. I am trying to recollect the total time in which I have 
been in my job. 

Mr. Giaimo. For the record, would you look into this matter and 
let us know, going back for about 10 years the number of requests 
you have received from FBI, from CIA, from Department of Justice, 
from Congress, and, most importantly of all, from the White House. 

Mr. Alexander. Yes; we give a report to the Joint Committee on 
Internal Revenue Taxation, of requests for tax returns, the source of 
the requests and the reason for the request. 

I don’t know whether we have these reports 10 years back. 

Mr. Giaimo. I won't argue about the number of years, but I would 
like your report to precede the gentleman’s tenure and certainly cover 
more than 2 or 3 years. I won’t hold you to a 10-year period, however. 

[The information referred to is printed on pages 604 to 627 of the 
appendix.] 

Mr. Giaimo. During the period of 1969 to 1973, you had a special 
service staff to obtain information and conduct clandestine investiga- 
tions on activist organizations and on prominent individuals ; is that so? 

Mr. Alexander. The special service staff was created in 1969, and 
I terminated it when I issued such an order on August 9, 1973. The 
special service staff was created by IRS as its response to the needs, 
or purported needs, described in much more detail than I could 
describe them this afternoon, by the staff of the Joint Committee on 
Internal Revenue Taxation in the report that it issued on June 5, 1975. 

The special service staff in April of 1973 was supposed to be confined 
to dealing with the problem of tax resistors and tax protestors — those 
attempting to defeat the enforcement of the laws tnat we are sworn 
to uphold. 

Upon becoming Commissioner, I had a briefing on the special service 
staff on May 30, 1973, the day after I was sworn in, and I agreed to 
its continuance on the understanding that its activity would be so 
limited. Finding, in August, that its activities or at least its own view 
of its activities was not limited in accordance with those instructions 
and those expectations, I ordered it disbanded, and I hope that no 
special service staff will ever bo created by the Internal Revenue 
Service in the future. 

Mr. Giaimo. Can you tell us the statutory authority for setting 
up this Special Services Staff? 

Mr. Alexander. No specific statutory authority, sir. Just the 
authority and the responsibility conferred generally upon the Internal 
Revenue Service to administer and enforce the lax laws. 

Mr. Giaimo. What disposition was made of the information and 
the intelligence gathered by this Special Service Staff? 



Mr. Alexander. It is still retained. We instructed that it be 
retained until all the congressional committees and other official 
investigative bodies with any interest in the Special Service Staff 
agreed to its destruction. That process has not yet been completed. 
I hope it will be completed by the year 2000 if not before and at that 
time we would like to get rid of this junk. 

Chairman Pike. The time of the gentleman has expired. 

Mr. Dellums? 

Mr. Dellums. Thank you, Mr. Chairman. 

Mr. Alexander, you, in response to Mr. Giaimo’s question pointed 
out that this Special Service unit was set up and targeted against 
those persons who are organized to protest taxes; is that correct? 

Mr. Alexander. No, I said, Mr. Dellums, that in 1973, just before 
I became Commissioner, a manual supplement, which really is an 
organizational statement, was issued so describing and so constricting 
the activities and function of the Special Service Staff, but as far as the 
original creation of the Special Service Staff was concerned the Special 
Service Staff concerned itself with extremists, in quotes, or perhaps 
without quotes. j 

I found in October 1972, if I have picked the right month, the Specia 
Service Staff was reviewed by senior Internal Revenue officials and a 
memorandum issued which stated an interest in such things as rock 
festivals, where youth might be attracted. I don’t think that is relevant 
or a proper part, of the enforcement of the Internal Revenue laws 

Mr. Dellums. I agree with you. 

I would now like to ask this. I was prepared to read from an exhibit 
of a meeting that set up this SSS. I would now like to ask, since it was 
targeted against so-called extremists, radical, ideological groups in 
the country, did the Special Services unit ever conduct an investiga- 
tion against Members of Congress? 

Mr. Alexander. I don’t know. The Special Service Staff itself 
did not conduct any investigations, but it did acquire information. It did 
transmit that information to the field. As to any particular person, 
Mr. Dellums, including yourself, who might want to make an inquiry 
as to whether he or she was included in the Special Service Staff file, 
we would be glad to look into the file and respond to that inquiry. 

Mr. Delluais. I am way ahead of you, Mr. Alexander. 

Members of this committee staff have indicated to me that this 
Special Service forces that I think had a rather distorted and illegal 
operation on the part of IRS, did in fact carry out investigations 
against myself ana Michael Harrington. As I understand you went 
against the wrong Michael Harrington, even, so that was a botched up 
job. I would like very much to find that out. Not because I am not 
worried. I have all kinds of records. What we find out here is that 
people who stand up and speak their views often have files in some 
agency and I don’t know why IRS would be above that. 

Can you tell me why this force was set up in the first place? 

Mr. Alexander. I think 3 r ou will have to ask my predecessor who 
was in office at the time it was set up. I abolished it, Mr. Dellums. I 
abolished it because I believe that social or economic views, whatever 
they may be, whether people stood up to state them or state them 
sitting down, are irrelevant to the tax system. 

Mr. Delluais. Let me move to another area of questioning. 



Why is it that your intelligence budget has been so drastically 
reduced? When one takes a long view perspective, your budget has now 
very seriously been reduced. Is that because of public exposure of 
activity such as Operation Leprechaun in Miami where you look into 
kejdioles to determine the sex lives of individuals? 

What reason can you give this committee for why you so drastically 
reduced your intelligence budget? 

Mr. Alexander. Let me first state that the budget that I described 
was only a part of our intelligence division budget as a whole. Instead 
of it being reduced, our intelligence division budget as a whole has 
increased. 

That particular portion, sir, as you point out, was materially 
reduced. It was materially reduced between fiscal year 1973 when it 
was almost $12 million, and fiscal 1974 when it was slightly over 
$6 million. That was before Operation Leprechaun — an operation 
for which I have the same distaste as you — came to light. 

Mr. Dellums. I am sure Mr. Lehman is going to ask you many 
questions. 

Mr. Alexander. I am sure he is. I will be surprised if he doesn’t. 

We have limited resources to do an extraordinarily large job. We 
have an obligation to use those resources most effectively, and I 
question whether general intelligence gathering is the best way to use 
a lot of money and a lot of people that we need to work cases. 

Mr. Dellums. Given that function, do you audit the files of CIA 
covert employees or agents? 

Mr. Alexander. They are not exempt from tax. Thej r don’t have 
immunity from the tax system, and we audit CIA people the way we 
audit other people, which I trust is effective and fair. 

Chairman Pike. Mr. Ivasten? 

Mr. Kasten. Thank you, Mr. Chairman. 

I want to follow up on the questions of Mr. McClory on the number 
of returns that you are seeming to audit. 

There is a statement that was made recently in the press: “It is 
hard to imagine a situation in which a Federal agency cannot get a 
tax return.” 

Is that in fact the case, that people can just ask for tax returns in 
a helter-skelter way without much backup? 

Mr. Alexander. A Federal agency can, under the Presidentially 
approved regulations, request a tax return in writing, signed by the 
head of the agency, in connection with a matter officially before the 
agency. 

Mr. Kasten. Is it true that in the last year, Federal agencies 
demanded and got 30,000 tax returns filed by more than 8,000 
individuals? 

Mr. Wolfe. That is correct. 

Mr. Kasten. 30,000 by 8,000 individuals. 

Mr. Wolfe. Precisely there were 29,529 returns on 8,210 taxpayers. 

Mr. Kasten. Your numbers about match mine. 

I would like to now talk about the trend here. 

In 1972, there were 493 requests received .by IRS involving 6,553 
taxpayers. 

In 1973 you doubled that, going from 493 to 1,127. Number of tax- 
payers involved, 7,625. 
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In 1974, you again doubled over 1973. Number of requests received 
2,112. Number of taxpayers involved, 8,210. 

Is that correct? 

Mr. Wolfe. I don’t have the figures that you cited for the previous 
years. I only have for calendar year 1974. They sound correct and I 
will be happy to verify them for the record. 

The information referred to appears in the appendix.l 

Mr. Kasten. Is it also true for all practical purposes that State and 
local officials get tax returns on magnetic tapes on a regular basis and 
that that offers IRS no effective way to monitor the use of information 
which is supposed to be confidential information, by literally thou- 
sands of local and State officials? Is that true? 

Mr. Alexander. State and local officials do, under section 6103 
of the Code and our exchange agreements with the States, obtain 
Federal tax return information. 

Mr. Kasten. You have no safeguards over how they use that 
material? 

Mr. Alexander. Yes, we do, and we are imposing further ones. 

What we are doing is giving effect to the concern we share with 
you. We believe we have an obligation to help States make their tax 
systems work effectively but we believe we have a greater obligation to 
protect the confidentiality of income tax returns. We are revising all 
our agreements with States to impose additional duties on the States 
to safeguard this information. 

Mr. Kasten. At the present time you believe you have got a 
problem; is that right? 

Mr. Alexander. At the present time we believe we do have a prob- 
lem and the States have a problem. We are concerned about this 
problem and we are correcting this problem. 

Mr. Kasten. I want to back up a little bit to the law on this 
question. 

In 1974, the Privacy Act provided that no Federal agency "shall 
disclose any record to another agency except pursuant to a written 
request by, or with the prior written consent of, the individual to 
whom the record pertains.” 

In addition we have the ftmrth amendment safeguard against 
invasion of privacy and the fifth amendment safeguard against self- 
incrimination. 

Now are you telling me the law isn’t clear on those points? 

Mr. Alexander. No, I am not telling you that. If I was, I would 
like to clarify it. 

First as to the Privacy Act, I believe there is an exception for routine 
use, to the requirement that you described for routine use and I 
believe 

Mr. Kasten. Mr. Alexander, nriay I interrupt? 

The problem is this so-called routine use is getting awfully routine 
as you double the number of checks without these safeguards. 

Wouldn’t you agree? 

Mr. Alexander. Without safeguards I would be seriously concerned 
but I believe that Senator Ervin on the floor of the Senate described 
the transmission of information that you and I are reviewing, as a 
routine use. 
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I share your concern, Congressman Kaston, and I would hope 
that in the new section 6103 that Congress might enact to replace 
the present section 6103 safeguards would be written into the law with 
respect to the transmission of income tax returns and tax return 
information to the States. 

I certainly would not recommend that these exchange agreements 
be abrogated in their entirety, because of the problems of a few, but 
I surely do not think that these problems should be permitted to 
continue. 

Mr. Kasten. Thank you, Mr. Chairman. 

Chairman Pike. Mr. Murphy? 

Mr. Murphy. Thank you, Mr. Chairman. 

Mr. Alexander, I understand you just took over, May 24, 1973; is 
that correct? 

Mr. Alexander. May 25. I was sworn in May 29. 

Mr. Murphy. Mr. Alexander, there have been reported allegations 
of extensive wiretapping of citizens conducted in Baltimore and 
Chicago, according to newspaper reports. 

Is your IRS investigating these allegations? 

Mr. Alexander. We certainly are. 

Mr. Murphy. To what extent are you going into this? 

Mr. Alexander. As deeply as possible. We are quite concerned 
about these allegations. The Internal Revenue Service has a Hat 
prohibition against wiretapping. When an allegation of wiretapping 
is made against the Service you can be sure we take it very seriously. 

Mr. Murphy. We were told, Mr. Alexander, by a former Attorney 
General of the United States — and this is prior to your adminis- 
tration — that a school was held for IRS Special Agents on the use 
of wiretapping. 

Apparatus and a lot of this equipment was bought by the agent’s 
own money or through a special fund and the head of the IRS said 
that he didn’t want to know about it. If you had good results, bring 
them in, and if you got caught, you were on your own. 

Is there any truth to that? 

Mr. Alexander. I surely hope not. 

Now IRS did have a school, a very unfortunate school which, as I 
recall, was terminated in 1965 by my predecessor, Sheldon Cohen. 

Mr. Murphy. What was the genesis of that school? Who ordered 
that school and what was taught at that school? 

Mr. Alexander. As to who ordered the school, sir, I do notJcnow. 
I can try to ascertain it. 

Mr. Murphy. Would you give the committee that information — 
who gave the instruction, did they use outside agencies, electronic 
firms, and was equipment bought? How much money was spent for 
that equipment? 

Would you get that information to us? 

Mr. Alexander. I will do my best to supply it. 

[The information follows :] 

The Technical Investigative Aids School was a Treasury Department school 
held at the old Treasury Law Enforcement School (now the Criminal Investigator 
School, Federal Law Enforcement Training Center), 711 12th Street, Washington, 
D.C., which was attended by criminal investigatiors from all the Treasury law 
enforcement agencies. 

58 - 920 — 75 22 
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The first school was held in 1955, and from then until it was terminated in 1965, 
eleven schools were held. A total of 108 special agents from the Intelligence 
Division attended. 

The school was started because it was felt at that time t hat criminal investigators 
needed as much knowledge and skill as possible in the use of various types of 
technical investigative aids which, if lawfully employed, would strengthen 
investigators’ capabilities to detect criminal violators. 

This technical school’s curriculum was designed to provide a basic knowledge 
of various types of equipment and technical aids in investigative work. The 
equipment and aids were all commercial projects generally available to most law 
enforcement agencies. 

The course included such subjects as legal boundaries, basic electronics, micro- 
phones, telephone security, amplifiers and recorders, photography, and lock 
security. 

Instruction was given by personnel from the various Treasury law enforcement 
agencies and personnel from the U.S. Army Intelligence School, Fort Holabird, 
Maryland. Demonstration of investigative equipment — such as lock-picking 
kits, etc. — was given by various manufacturers. 

It is possible that individuals may have purchased investigative equipment for 
personal use with their own money at the time of the manufacturers’ demonstra- 
tions. Use of personally owned equipment on officii business, however, was 
prohibited as early as August 26, 1960, by IRS Policy Statement P-1-109. 

We have no procurement records or other information to indicate that IRS 
bought any equipment for that school. However, we believe that IRS did reim- 
burse the Treasury Law Enforcement School for a pro rata share of the school’s 
cost. Records of those pro rata reimbursements (made over ten years ago) no 
longer exist. 

Mr. Alexander. I thought one of the problems with that school — 
terminated, sir, in 1965, some 10 years ago — is that it taught such 
things as lock picking and the like. That again is not a part of the 
enforcement of the tax laws. 

Mr. Murphy. Did this not seem incredible to you as Commissioner 
of the Internal Revenue Service, that this could happen in the United 
States, in the IRS? 

Mr. Alexander. In defense of my predecessors I don’t believe 
any of my predecessors would want to take the attitude “Do it but 
don’t tell me.” I think they were fine, honorable people trying to do 
their job right. 

Mr. Murphy. Who is authorized to supervise the use of wiretaps 
in the course of IRS investigations? 

Mr. Alexander. No wiretaps. 

Mr. Murphy. None whatsoever? 

Mr. Alexander. None. 

Mr. Murphy. Any, prior to your tenure? 

Mr. Alexander. Probably. 

When did this rule against wiretaps come about? 

Mr. Wolfe. I think this was over 10 years ago. Former Senator 
Long from Missouri conducted a Senate investigation on the illegal 
and improper use of electronic equipment. It came out during those 
hearings that there were some instances in IRS in which illegal 
wiretapping was performed by our people. It was at that time we put 
out an order— the then Commissioner of Internal Revenue put out 
an order — strictly proscribing the use' of: (1) wiretapping, or, (2) the 
improper use of any electronic surveillance. 

To my knowledge every year since then, I think ever}' Commissioner 
of Internal Revenue has put out some document warning our people 
and admonishing them not to get involved in this, or to use any of 
this equipment. 
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Mr. Murphy. Would you have any recommendations you could 
prepare and send to this committee which we as members of Congress 
could enact into law to further protect your right to prevent this sort 
of thing from happening again? 

Mr. Alexander. We will consider that, Mr. Murphy. We are 
deeply aware of our responsibility as the largest law enforcement 
agency -in this country, if not the world, to go about our tasks wisely 
and responsibly. 

Mr. Murphy. I want to tell you something. I come from the city of 
Chicago. There have been extensive investigations and indictments 
out there. I have had more people come to me telling me of pressure 
from Federal agents. Witnesses who were going to testify in certain 
celebrated trials were told that if thej' did, their tax returns would be 
looked into. People that did business with them would be looked at, 
those people contacted and harassed. 

I would like to sit down with you some day and give you the details 
of these allegations but I would urge today in open session that this 
not take place in this country. 

Mr. Alexander. I share 3 r our view completely. 

Chairman Pike. The time of the gentleman has expired. 

Mr. Alexander. The actions you describe have no part in our tax 
system or in the Internal Revenue Service or this country. I would 
like very much to get as much detail as possible from you or from 
anyone else having knowledge of the matters you describe, because I 
would like for our inspection service to follow up on these and make 
sure that tax enforcement is not used as that sort of completely 
improper and illegal threat. 

Air. Murphy. I appreciate your comments, sir. 

Chairman Pike. Mr. Milford? 

Mr. Milford. I have no questions. 

Does anyone want my time? 

The gentleman from Wisconsin, Mr. Kasten, a couple of minutes. 

Mr. Kasten. Thank you. 

I want to go back to my previous questions and point out it is not 
just State and local government we have the problem with. I don’t- 
want to make it appear if we solve the State and local government 
problem we are all fixed up. 

You can probably answer .yes or no to these questions. 

Does the Civil Service Commission use tax return data to investigate 
jobseekers? 

Mr. Alexander. Not that I know of. 

Mr. Kasten. We have information that they do. 

Does the Veterans’ Administration 

Mr. Alexander. I would like to have that information. 

Mr. Kasten. Does the Veterans’ Administration use tax returns to 
check the income of pension claimants? 

Mr. Alexander. Has anybody any knowledge of this? 

The same answer. 

Mr. Kasten. Does the Federal Housing Administration look into 
the eligibility of families for housing assistance *by inspecting tax 
returns? 

Air. Alexander. They might ask for the income tax returns on 
their own without going to us. As you know some colleges have gone 
into tax returns in order to determine eligibility for scholarships. 
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Mr. Kasten. Has the Federal Communications Commission, in 
ferreting out payola taken by disk jockeys, examined tax returns? 

Mr. Wolfe. I have no record of them in the last calendar year of 
1974 

Mr. Kasten. I am not talking about just in 1974, but on all these 
subjects maybe we need to do a little homework. 

Mr. Wolfe. Mr. Congressman, maybe you could do this: If you 
would let us have those and let us supply them for the period you 
would like, we will be more than happy to do it for you. 

Mr. Kasten. Has the Federal Home Loan Bank Board determined 
whether savings associations and their staffs violated Federal laws by 
examining tax returns? 

Mr. Wolfe. I have no record of it. 

Mr. Kasten. Has the Security and Exchange Commission made 
regular use of tax returns in surveillance of stockbrokers? 

Mr. Alexander. I think SEC has made some request of us but I 
don’t know for what purpose the tax returns may have been used. 
The SEC has been most cooperative with us in giving us information 
that we need. 

Mr. Kasten. A Professor Emory talked about tax violations before 
the Committee on Ways and Means recently and at that time made the 
suggestion that one of the problems is in the years since 1960 there 
has been a rivalry developing between the strike force attorneys and 
the U.S. attorney’s office prompted by some ambitious prosecutors, 
and that these people are now kind of conducting fishing expeditions. 
In many cases the Department of Justice, for example, was using tax 
returns and tax return information simply to conduct fishing expedi- 
tions — a use which cannot be regarded as consistent with the basic 
confidentiality to which the returns are entitled. 

I wonder if you would comment on that point. 

Do you think that is why you have doubled every year since — well, 
I don’t know what you are going to do next year but that would be 
close to 4,000 returns if you continue the record of doubling every 


year. 

Mr. Alexander. I hope the}” are not using returns for fishing ex- 

f editions. Of course, they could answer that question better than 1 can. 

think that U.S. attorneys and strike force attorneys, have done some 
very fine work. I am not going to suggest that all their work is neces- 
sarily very fine. 

Mr. Kasten. Mr. Alexander, do you now have or have you ever 
had any CIA employees working at the Internal Revenue Service? 

Mr. Alexander. I don’t know of any but I suppose if a CIA em- 
ployee were to come to the Service and be employed by us, I wouldn’t 
know about it. 


Mr. Kasten. Excuse me. If a CIA employee — I didn’t understand 
what you said. 

Mr. Alexander. Let me make that clear. That was an elliptical 
statement. 


Mr. Kasten. I think you said if a CIA employee came to IRS, 
you would not know about it? 

Mr. Alexander. Presumably, I would not know about it if the em- 
ployee wanted to remain under cover. Is that correct? 

Mr. Davis. He would have no knowledge. If somebody had a whole 
series of cover experiences validated in a background check we would 
not know that that person was u CIA employee. 
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Mr. Kasten To your knowledge, Mr. Alexander, you do not at the 
present time have any CIA employees detailed to the IRS, either at 
your request, or at the request of the CIA? 

Mr. Alexander. To my knowledge, I do not. 

Mr. Hasten. How do you handle contacts with the CIA? Let's just 
take a hypothetical example in Which one of your investigations un- 
covers activities of a CIA proprietary or some individual m the CIA 
and the investigation would destroy the cover of that individual. 
Someone at CIA has to notify the IRS to back off, or whatever, I 
would assume. 

How does that work, if you have no contact specifically 

Mr. Alexander. Not back off. I will ask Mr. Wolfe to describe this. 

Mr. Wolfe. Mr. Hasten, usually a return will be selected — when a 
Teturn is selected, we don’t know that this individual may be a CIA 
person. Our revenue agent will go out and start conducting ms examina- 
tion. That person whom he is examining, if it is a CIA person, will call 
the Central Intelligence Agency and report that the return is under 
examination and then the CIA will call our office. 

Now, my deputy is a liaison between Internal Revenue Service and 
CIA. We conduct that examination the same as we would any other 
examination, but to the extent that this Revenue agent may get into 
an area that has been classified as either secret or top secret then this 
agent must have clearance to go in and get the material that he needs 
to make his audit. 

But the agent goes ahead and makes his audit and we will assess 
additional taxes just as we would with any other taxpayer. 

Mr. Hasten. Confidential contacts from the CIA are handled 
through a deputy in your office. What is his name and title, just for 
purposes of the record? 

Mr. Wolf. My deputy’s name is Harold P. McGuffin, Deputy 
Assistant Commissioner, Compliance. 

Chairman Pike. The time of the gentleman has expired. 

Mr. Johnson. 

Mr. Johnson. You suspended the special services staff for the 
reasons you described. The information-gathering retrieval system 
is a similar type of operation. 

Mr. Alexander. The information-gathering and retrieval system 
was quite different from the special service staff. We terminated the 
special service staff because we thought its activities were not a proper 
part of tax administration. The information-gathering and retrieval 
system was a computerized system of attempting to handle the infor- 
mation that the Internal Revenue Service gathers in the course of its 
regular enforcement activities. But it got out of hand. 

The Deputy Commissioner, being concerned about the possibility 
that the system was not operating as it should have, and I began look- 
ing into it, I think last December. In January I issued an instruction 
to stop what we were then doing. There were too many names, among 
other thingvput in for a variety of purposes, some of which had little 
relevance to our job of tax administration and tax enforcement. 

We had, as I recall, by count, on January 15 of this year, some 
465,442 names in this system, and my name was in the svstem, Mr. 
Johnson. I can say that without violating the privacy of any other 
taxDaver. 



We curtailed this system and have introduced, as I mentioned, a 
new system of information-gathering guidelines, if you will. I believe 
“guidelines” is a more appropriate term than “system.” 

Under this, we do our best to make certain that we gather and 
retain what we need to gather and retain, and that is information 
directly related to our joD, and that we do not gather information 
extraneous to our job. 

We are not interested in sex or drinking habits, except insofar as they 
may be relevant to tax enforcement, and that is the unusual case. 

Mr. Johnson. Mr. Alexander, you said that the President had issued 
an order with respect to this activity and you have issued a couple of 
orders suspending two activities that have been “delicate,” to say 
the least. 

How do we go about preventing this from happening by law? Why 
do we have to have a system that depends upon a person such as 
yourself coming in and suspending something? Obviously, the author- 
ity must be there for the Internal Revenue Service or some of these 
other agencies to just run amok. Do we need — in the Congress, do we 
need to pass something that says specifically that the Internal Revenue 
Service cannot go beyond the authority that perhaps you are asserting 
right now? 

Mr. Alexander. Certain things can be corrected by law. Certain 
things can’t without going too far, without performing overkill, 
without actually impending, rather than furthering, proper tax 
administration. 

I think we need a combination of good laws, good procedures, good 
people, continual oversight, and constant vigilance by the press. 

Mr. Johnson. I think the record should reflect, Mr. Chairman, that 
Mr. Alexander is also an Ivy Leaguer with degrees from two of the 
schools and he is obviously one of the great civil libertarians we have 
had before us and perhaps this will offset some of the bad things that 
were said 

Chairman Pike. Nobod}' said anything bad about Ivy Leaguers, I 
guarantee you. 

Mr. Giaimo. I want to make note that the other day in discussing 
the Ivy League there was a great deal of discussion about Princeton 
and Harvard and I want to emphasize the fact that the gentleman, 
as I understand it, went to Yale. 

Mr. Johnson. Also to Harvard. 

I yield badk my time. 

Chairman Pike. Mr. Dellums. 

Mr. Dellums. Mr. Alexander, on the record you have testified 
and will probably give us additional information with respect to 
warrantless wiretapping. I would like to ask you: Has the IRS ever 
engaged in surreptitious entry and mail cover? 

Mr. Alexander. Mail cover, yes; the IRS has engaged in mail cover 
activities, Mr. Dellums. I am talking about mail cover rather than 
mail opening. So that we will be clear on the distinction. 

Chairman Pike. The time of the gentleman has expired. 

Mr. Dellums. He didn’t answer the last part of the question. 

Mr. Alexander. As to surreptitious entry, Mr. Dellums, that is 
not a proper part of tax enforcement. 

I cannot give you, however, the negative assurance that I would 
like to give you, that we have never engaged in a particular activity. 


Sometimes people let their zeal outrun their judgment. I think that 
accounts for Operation Leprechaun. 

Chairman Pike. Mr. Hayes. 

Mr. Hayes. Thank you, Mr. Chairman. 

Commissioner Alexander, turning your attention to the manual 
supplement of June 23, 1975, which you provided to the committee, 
I assume that is the procedures you described as having recently 
been revised on page 5 of your testimony? 

Mr. Alexander. That is correct. v 

Mr. Hayes. In regard to paragraph 11, section 5, you have indi- 
cated that that category of information not directly tax related and 
not indicating a violation of other Federal laws will still be segregated 
and stored as provided by section 3. What statutory authority, or any 
regulatory authority, period, do you have to continue to maintain 
non-tax-related, non-criminal-statute-violating information such as 
that? 

Mr. Alexander. Among other things we have an obligation to 
Senate and congressional committees 

Mr. Hayes. 1 asked what statute you rely on. 

Mr. Alexander. The statute we rely on in doing our job — I will 
get later to whether this is part of our job, sir — is the Internal Revenue 
Code. 

Mr. Hayes. Do you want to cite me a section that says that you 
may maintain as of now information that' does not relate to taxes 
and does not relate to the violation of the laws of the United States? 

Mr. Alexander. I will have to give you an example of the type of 
information that you don't like, and I don’t like, if I might, sir. 

Mr. Hayes. No; I am asking for a statute or citation, Mr. Alexander. 
I want to know where your legal authority is for maintaining that. If 
you donjt know now, you may submit that legal authority. 

Mr. Alexander. There is no specific provision in the Internal 
Revenue Code, Mr. Hayes, that saj's, "You shall maintain non-tax- 
related information." There is no such provision. 

Mr. Hayes. That is exactly what I want to elicit. If you have any 
other authority, you can give it to me. 

(The information follows:] 

Section 7801(a) of the Internal Revenue Code charges the Secretary of the 
Treasury with the administration and enforcement of the Code. Further, section 
8022 provides that it shall be the duty of the Joint Committee on Internul 
Revenue Taxation, among other things, to investigate the administration of 
internal revenue taxes by the Internal Revenue Service and to conduct such 
other investigations in respect of the internal revenue- tax system as the Joint 
Committee may deem necessary. 

Maintenance of information having nothing to do v’ith tax administration 
or enforcement and not indicating a violation of other Federal laws is, of course, 
unrelated in a positive sense to the duties of the Secretary under section 7801(a). 
Where such information has or may have been in fact collected, however, it 
stands to reason that destruction of the material prior to completion of Congres- 
sional investigations would not be in the interests of sound tax administration or, 
for that matter, sound conduct of the business of the Federal Government. On 
the contrary, such a course of action could be — and would be — viewed as thwarting 
legitimate inquiries into the ways in which the Code is or may have been ad- 
ministered and enforced. In this sense, then, maintenance of nontax related 
information pending completion of Congressional inquiries would appear mandated 
by sections 7801(a) and 8022. 

Further, section 7601 of the Code gives the Internal Revenue Service a broad 
mandate to investigate and audit “persons . . . who may be liable’’ for tuxes^ 
The authority granted by this provision, as applied in the area of “John Do'-’* 
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summons, was recently approved in U.S. v. BUceglia, 420 U.S. 141 (1975). In 
the course of inquiring into the possibility of tax liability, it is often difficult to 
determine at the outset of the investigation whether information is or is not tax 
related. The actual relevance of some information to possible tax liability may 
have to be determined by other information collected at a later stage of the 
inquiry. By the same token, the Service does have an obligation to avoid, to the 
maximum extent possible consistent with effective tax administration, collecting 
information with respect to taxpayers which has no bearing on actual or potential 
tax liability. Because of this, on June 23, 1975, the Service issued new and tighter 
guidelines on information gathering, a copy of which is attached. 

Mr. Hayes. In regard to the definitions, which you have outlined 
under section 4, (1) through (4), you have defined a case as being an 
accumulation of facts concerning a taxpayer which are segregated, 
associated with the taxpayer’s name, and evaluated for potential 
assignment. At subparagraph 4, you define an informant’s com- 
munication as being “from anyone outside the Service, written or 
oral, voluntarily submitted, identifying one or more taxpayers and 
providing information about the taxpayer. The informat may be 
anonymous.’’ 

Do you have either constitutional authority or statutory authority 
for maintaining that for either civil or criminal purposes? Either one 
of those definitions? 

Mr. Alexander. I am a little confused about how to respond to a 
definition of “case” because if we did not have the authority under the 
Internal Revenue Code — and I think we have it maybe under sections 
7601, 7602, 7801, or 7802 to accumulate facts, tax administration 
would come to a halt. I think an accumulation of facts is a very 
neecssaiy ingredient to the conduct of an audit, a responsibility clearly 
imposed upon the Internal Revenue Service. 

Mr. Hayes. In regard to your definition of an informant’s communi- 
cation, do you, for example, see any problem with the kind of require- 
ments of reliability ana credibility on informants for the purposes 
attached to criminal law, or do you see any kinds of problems for 
initiation for purposes of civil action? 

Mr. Alexander. I am concerned about informants’ communica- 
tions, because some of them are grudge letters where someone is trying 
to use the tax system as a means of getting even with someone else. 

Mr. Hayes. Are your procedures designed so that the very first 
action you take is to determine the reliability and credibility of the 
informer? 

Mr. Alexander. No. Some times the informant is anonymous. 
There is no way we can determine the reliability and credibility of the 
informant when the informant doesn’t say who he or she is. 

Mr. Hayes. Do you think that you could use that to go before a 
magistrate, for example, and have a search warrant issued or is any 
other kind of legal process available to you? 

Mr. Alexander. I will ask counsel whether we could. I don’t think 
we could. 

Mr. Whitaker. I don’t believe we could. 

Mr. Hayes. Then what is the reason for keeping it, Mr. Commis- 
sioner? If it is absolutely useless for criminal purposes, what is the 
reason for maintaining that information in a file pursuant to paragraph 
11, section 5? 

Mr. Alexander. I think that section 3.02 is the key provision here, 
sir. 
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I mentioned earlier 

Mr. Hayes. Mr. Commissioner, your responsiveness is what I am 
concerned with. 

Section 3.02 has to do with record retention and destruction for the 
purposes of living through the lifetime of the Select Committee. 

You have drawn a circular, here, which is going to handle informa- 
tion gathered from now on, and what I am trying to drive at is, 
further tightening up your procedures, don't you believe that those 
specific sections of your own circular, which I have outlined, are simply 
going to breed the retention of the same kind of useless information — 
that is, useless for tax purposes — and burden your file system even 
more with the kinds of intrusions that we are inquiring into here 
today. 

Mr. Alexander. I would like to make three points. 

No. 1 : This manual supplement is not going to be engraved intostone 
and become one of the Ten Commandments. No way. Of course, it 
will be reviewed and, of course, we are uninterested in retaining the 
irrelevant, the crank letter, or the anonymous letter written because 
some cat yowled and the neighbor couldn’t sleep, so the neighbor 
wanted to get even through the tax system. Of course, we are not in- 
terested in that sort of stuff. 

No. 2 : We are interested in doing our job efficiently as well as doing it 
right, and the very retention of paper that is unnecessary to and not a 
proper part of the tax system involves an expense for the American 
taxpayer, and we don’t want to impose that expense. 

Three, I have mentioned earlier why we have retained that which at 
first glance to someone not in the IRS would seem unnecessary to 
retain; because we get follow-ups. “Why haven’t you done something 
with my communication?” And, in fact, I must say, I respond to a 
number of letters where some informants have written their Senators 
or otherwise are complaining about it. 

Whether that particular benefit, which I must say is rather narrow’, 
js worth the burden, is something that I am evaluating today because 
it was not until today that I found out that this was one of the reasons 
for retention of what would seem inadvisable to retain. 

Now, Mr. Hayes — another reason for retention of what would seem 
inadvisable to retain — is based on a concern about inspection, wonder- 
ing why there was no followup on a particular informant’s communi- 
cation. I think we can straighten that out. 

You have raised an excellent point, and we are looking now into the 
question of early riddance of the irrelevant, given the constraints that 
are temporarily imposed by reason of the proper concerns of the 
investigative committee. 

[The information-gathering guidelines referred to in the above 
colloquy are printed on pages 593 to 601 of the appendix.] 

Chairman Pike. Mr. Lehman. 

Mr. Lehman. Thank you. 

I just want to compliment Mr. Alexander because I think of the 
people who have been up here, involved in intelligence gathering, he 
appears to be the most concerned about the abuses and has done most 
about the abuses in this particular sector. And also, that in the money 
spent on intelligence gathering, on a cost-effective basis, you seem to 
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cost-effective basis in such activities as Patty Hearst, or CIA in many 
of its operations. 

I want to ask you a couple questions. To pursue this question of 
confidentiality. Any information a person gives the census, can’t be 
revealed for a hundred years. There is much information in the census 
material sometimes which could possibly be used for criminal 
prosecution. The same would be true of the tax return, and I am not 
sure whether the tax return shouldn’t be accorded close to the same 
degree of confidentiality as the census response a person gives. 

To get back to who gets these tax returns. Do you ever give it out 
unsolicited? As a matter of course, does the comptroller of the State of 
Florida get a routine annual list of the income taxpayers that comes 
out of the State of Florida? 

Mr. Alexander. There must be a specific request for a specific tax 
return on the part of most but not all who call on us for this informa- 
tion. States can get a general list, a actually, computer tapes. 

Mr. Lehman. In other words, the comptroller of the State of 
Florida can say, “Give me a list of everybody who filed a tax return 
from the State of Florida. And you would give him that list if he 
requested it? 

Mr. Alexander. No; we won’t, because the request under present 
law would have to come through the Governor. It would also have 
to be for tax administration purposes. 

Mr. Lehman. It seems to me that you may be sending out informa- 
tion that hasn’t even been requested on a particular taxpayer and I 
think that, perhaps, could be a little better controlled. 

Mr. Alexander. We have exchange agreements with all but two 
States, and I think one of those two is now soliciting us for agreement^ 

When Mr. Ivasten was inquiring into this very serious problem,’ 
I indicated we are materially tightening up these agreements. They 
should be tightened up. We hope that you people will give us some 
help by tightening up the law. 

Mr. Lehman. You say State and municipalities. How far down in 
the governmental authority could you get — could the sheriff of 
Okaloosa County, for instance, get a copy of a tax return? 

Mr. Alexander. Not unless the sheriff has a tax law enforcement 
responsibility, as I understand it. Is that correct, Mr. Whitaker? 

Mr. Whitaker. That is correct. 

Mr. Lehman. In regard to bribes, you say your philosophy is that 
people should pay taxes on bribes they receive from Federal agencies 
if, for instance, CIA or FBI issues such bribe? 

Mr. Alexander. We think bribes are taxable income. We think, 
however, that a taxpayer who gives a bribe should be denied a de- 
duction. We think this is a one-way street in favor of the tax collector. 

Mr. Lehman. Actually CIA is not very taxable anyhow. 

Let us go to the confidentialitj r . If you didn’t have absolute con- 
fidentiality, you could not expect a person who receives a bribe to pay 
tax on it because he wouldn’t last very long. 

Mr. Alexander. He might report it under the category of other 
income or miscellaneous racetrack winnings. 

Mr. Lehman. My last question is, How did south Florida get to 
be so lucky in regard to Operation Leprechaun? Now, I read in the 
paper not only do we have Operation Leprechaun but we have Opera- 



tion Sunshine, and Operation Banana Boat, and Operation Harry 
the Hat — according to the testimony before the House Subcommittee 
on Government Operations. Would you like to give us information? I 
know you are against those. What have you done to close out the 
rest of them ana has information from these operations been turned 
over to other governmental agencies such as the CIA? 

Mr. Alexander. Let me answer the first part of that and then ask 
Assistant Commissioner Bates to answer the last part of vour question. 

I am not sure how south Florida proved to be so lucky. Perhaps it 
was your weather. Perhaps it was a belief on the part of some in law 
enforcement that south Florida — attractive as it is to so many tour- 
ists — is also attractive to organized crime. 

Whatever its attractiveness, you can be sure that Operation 
Leprechaun has been terminated and will not be repeated so long as I 
am Commissioner of Internal Revenue. 

As to what we are doing about it and the status of our investigations, 
I would like to ask Mr. Bates to respond. 

Mr. Bates. First, your question, Congressman Lehman. We 
haven’t been able to determine from our investigation so far that any 
of the information has been turned over to the CIA. We are continuing 
our investigation. The internal audit side of it has been finished. We 
have identified management weaknesses, the problem that caused 
Operation Leprechaun to come into existence. We have numbered 
some 25 or 30 conduct investigations on individuals who participated 
in Operation Leprechaun and we are in the process of completing those 
investigations. We also are working with the U.S. attorney in the 
Miami area. We are working with an attorney from the Justice Depart- 
ment. We hope to call a grand jury to get some information that we 
feel we still need to complete this investigation. We hope to call a 
grand jury within the next 2 or 3 weeks. 

Mr. Lehman. Could you respond to the rest of my questions on 
paper in regard to these other operations? 

Air. Alexander. Yes. 

[The information follows :] 

Inspection’s investigation of Operation Leprechaun has not uncovered any 
instances of information being turned over to any other government agencies. 
Results of Inspection’s investigation have been furnished to the Department of 
Justice Special Prosecutor, the United States Attorney, Miami, Florida, and to 
several Congressional committees. 

Inspection’s investigation of Operation Sunshine has not uncovered any 
instances of information being turned over to any other government agencies as 
of September 30, 1975. This investigation is still pending. 

Chairman Pike. Mr. Field? 

Mr. Field. Thank you, Mr. Chairman, 

Commissioner Alexander, in the process of our hearings thus far 
we Have seen that GAO does not audit CIA, and it does not exten- 
sively audit other intelligence agencies. We have seen that perhaps 
five people at OMB really pay attention to how a lot of, particularly 
the secret, money is handled. We have seen at CIA, for example, 
there are really only 12 certified public accountants and really only 
very few others that could handle audit chores within CIA. 

One of the things that occurred to me is that over the years there 
have been probably billions of dollars that have gone out through some 
very secret channels. Payments to informers, bribes, that have not 
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been accounted for very strictly. There have also been many, many 
improprietaries, hundreds — and if you get into less normal situations, 
you have literally thousands of funding situations. 

If hundreds of thousands of employees are handling money that 
they knew was not very carefully accounted for, my question to you is 
how manv people have been prosecuted for tax violations? You have 
had hundreds or thousands ot people handling billions of dollars that 
they knew really couldn’t be traced very well. How many tax violations 
have you prosecuted of all these people handling all that money? 

Mr. Alexander. I don’t know and I am not sine we have readily 
available statistics. We will supply for the record, Mr. Field, what we 
can in response to your question. 

The year before last, fiscal year 1974, there were about 1,250 people 
convicted of income tax evasion and 42 percent of those convicted 

f ot jail sentences. I don’t have the number for fiscal 1975. Perhaps 
It. Wolfe does. I do know we made more prosecution recommenda- 
tions, about 300 more last year than we did the year before. Do you 
have the number of convictions, Mr. Wolfe? 

[The information follows :] 

A review of our Management Information System reveals that none of our 
current record keeping methods make it possible to provide statistics on prosecu- 
tions for tax violations by informants of government agencies. This is because no 
category of employment separately identifies people who earn income as 
"inf orman ts.” 

Mr. Wolfe. Mr. Commissioner, I do not have the number of con- 
victions for fiscal year 1975, yet. I do have the number of investiga- 
tions we have completed which was an increase over the previous year. 
Mr. Field. These are total investigations? 

Mr. Alexander. These are totals. These would include not only 
the segment of the population you describe but the rest of the tax 
evader population as well. 

Mr. Field. My point is it is an unusual part of the population. In 
other words, my money is pretty well accounted for. If I don’t pay 
my taxes, you will know immediately through your computers be- 
cause it is reported from the House of Representatives. 

Here we have cases where nobody reports back. If I am handing out 
a bribe, I get $10,000 in cash and nobody at CIA keeps a record of this 
so there is no way it is ever reported as income to anybody. If I put 
that in my pocket or if I don’t, there is no way anybody knows. 

Now Mr. Colby told us that there must have been abuses of this. 
In any group of 100,000 people, you have some who will abuse the 
system. He said yes, there have been 25 or so instances where people 
have expropriated money illegally. 

Were you ever told about those 25? Did you prosecute them for tax 
violations? ‘ . 

Mr. Wolfe. That information has never been submitted to us and 
we would like very much — as a tax collector I would like that 
information. 

Mr. Field. If you ever prosecuted a CIA employee you would know. 
There was some agreement between CIA and Justice, so theoretically 
you would know it there was a prosecution of a CIA person. 

Mr. Alexander. We are interested in CIA employees paying taxes, 
surely. If they evade their tax responsibilities 
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Mr. Field. You would know and to the best of your knowledge you 
know of no case where this occurred. My point is I don't think any 
CIA employee has ever been prosecuted. 

Mr. Alexander. I don’t know of any. If a prosecution, of course, 
involves a trial 

Mr. Field. Let's forget prosecution. Do you know where a CIA 
proprietary was audited and there were no taxes? 

Mr. Alexander. We call upon them to pay their taxes. 

Mr. Field. Do you know of a case where that happened? 

Mr. Wolfe. Yes. 

Mr. Field. About how frequently has that happened? 

Mr. Wolfe. It is infrequent, Mr. Field, simply because those orga- 
nizations are not that large. We only examine a relatively small per- 
centage of the taxpayers who do file returns. 

Occasionally they are hit as a result of their taxpayer compliance 
program wliich is a sample as you know of the returns filed. It is a 
random sample and they may get hit that way. 

So the number we examine is relatively small. Some we examine, 
frankly, we don’t know about because we do not get into an area the 
CIA would feel would involve any breaking of a cover. 

Mr. Field. When the Glomar Explorer case came out, did IRS make 
any attempt to see whether or not proper taxes had been paid in 
that episode? 

Mr. Alexander. We are not in a position to discuss specific cases. 
There is a statutory prohibition that I mentioned which would be 
applicable to a discussion of specific cases at this time. 

Mr. Field. Could you at some point search your files and tell us 
whether CIA employees have ever been prosecuted for violation of the 
tax laws, without mentioning names? 

Mr. Alexander. We will look into that, Mr. Field, as we get closer 
into matters of this kind. Not only do we have the statutory prohibi- 
tion, the inhibitions on our discussion with you of specific cases, but 
also, we have the problem that Director Colby mentioned of possibly 
discussing something that is of great concern to the CIA and should 
be kept secret for reasons of which we would be completely unaware. 
We will do our best to supply the answer to the question. 

[The information follows:] 

In fiscal years 1974 and 1975, no persons known to us to be employees of CIA 
were prosecuted for violation of the tax laws. Without an expensive, 
time-consuming review of thousands of files maintained under our previous 
record keeping system, we cannot determine whether any CIA employees were 
prosecuted before FY 1974. 

Chairman Pike. Before we start a second round of questioning, I 
just want to announce to the members of the committee that Mr. 
Alexander's testimony has been completely open, his backup books 
are completely open; there is nothing classified that we have run into 
as yet. Hopefully we will not. 

, I see no reason for us either now or later to go into executive session. 
We will simply go through one more time and adjourn for the day. 

Mr. Alexander, I am concerned about this figure which came out 
earlier of some 30,000 tax returns which were submitted to Federal 
agencies involving some 8,000 taxpayers. Cau you tell us how many 
different Federal agencies got tax returns? 



Mr. Alexander. I will ask Mr. Wolfe to give you that detail, if he 
has a schedule that shows it. I do want to make it clear, Mr. Chairman, 
that by far the greatest number of that 30,000 went to the Department 
of Justice for purposes of then 1 investigations and trials. 

Mr. Wolfe. Mr. Chairman, If you will' permit me, I would like to 
read the number of requests that we received and honored in calendar 
year 1974.- 

The Department of Agriculture we granted 3 requests involving 5 
taxpayers and 12 returns. 

The Bureau of Alcohol, Tobacco and Firearms, we had one 
request involving two taxpayers and two tax returns. 

The Department of Commerce: We had one request involving 
five taxpayers and five tax returns. 

U.S. Customs Service. We had 1 request involving 3 taxpayers and 
12 returns. 

The FDIC, 1 request involving 12 taxpaj'ers and 12 tax returns. 
The Federal Home Loan Bank Board, 5 requests involving 50 
taxpayers and 178 returns. 

The General Accounting Office, we had 1 request involving 342 
taxpayers and 342 tax returns. 

Interstate Commerce Commission, we had 2 requests involving 9 
taxpayers and 45 tax returns. 

The Department of Justice — this is other than United States 
Attorneys — 384 requests involving 3,228 taxpayers and 10,446 
returns. 

The United States Attorneys, the number of requests, 1,594 
involving 4,448 taxpayers and 18,062 returns. 

The Department of Labor, one request involving two taxpayers 
and six returns. 

Securities and Exchange Commission, we had 17 requests involving 
93 taxpayers and 384 tax returns. 

The Renegotiation Board, 1 request involving 1 taxpayer and 21 
tax returns. 

Chairman Pike. Thank you very much. That is a very comprehen- . 
sive answer, even though it used up most of my time. 

Now, I am concerned about your computers. There are, as I under- 
stand it, not only techniques for getting access to computers, but there 
are also people both in the CIA and in the NSA, who are specialists 
in cracking computers, getting access to computers. 

Do you try to run any kind of a check on whether anyone has 
access to your computers and the information contained therein, other - 
than yourselves? 

Mr. Alexander. We certainly do. We had a meeting the other 
morning with GAO people who have been very helpful to us with 
respect to our computer security. We found that, just as you stated, 
computers are crackable. We surely hope ours haven't been cracked 
and we are doing our best to prevent them from being cracked. 

One fairly simple way to tr 3 f to avoid the cracking of a compute^ is 
to have a high and strong fence at some distance from the computer 
to keep others from being able to set up sophisticated equipment 
close enough to crack it. 

Chairman Pike. How about the computer terminals, Mr. Commis- 
sioner? Are all the terminals for the computer located within the 
facility in West Virginia? 



Mr. Alexander. No, not at all. 

Chairman Pike. So anyone who gets access to the terminals for 
the computer can really use the computer, can they not? 

Mr. Alexander. Not necessarily, because the terminals themselves 
don’t have access in all cases to everything. We do have terminals in 
our IDRS system located in district offices 

Chairman Pike. How many terminals are there to your computers? 

Mr. Alexander. We can supply for the record, Mr. Chairman, a 
listing of bur terminals, the access the terminals have, and the number 
of terminals. * 

[The information was subsequently supplied for the record and is 
printed on pages 628 to 630 of the appendix.] 

Chairman Pike. The Department of Justice came to you with 364 
requests involving 3,228 taxpayers and 10,446 returns. When they 
asked you for this, did you go beyond their simple request and make 
them show that they needed it or did you just give it to them? 

Mr. Alexander. In at least one instance I went beyond the simple 
request. I was concerned about the name on the request and the names 
of the taxpayers requested and I called upon the Department to prove 
that the request was appropriate. 

Chairman Pike. Have you ever turned down the Department of 
Justice or the United States Attorneys or any other agency of 
Government when they asked for returns? 

Mr. Alexander. Oh, yes. When they ask for them not in accordance 
with the regulations, yes. I have received requests for returns we have 
turned down. 

For example, some States, with undoubtedly good reasons from their 
standpoint, but without the responsibility of enforcing or administering 
tax laws, asked us for a tax return so they can attempt to fulfill other 
responsibilities and we are not authorized to provide them those 
returns. 

The question of Justice inspection of returns is covered very specif- 
ically by the regulations — Presidentially authorized regulations — 
which state what the Commissioner must provide, but which give 
little room for Internal Revenue discretion as to denial. 

Chairman Pike. In other words, if the application is made outright 
you give them the returns? 

Mr. Alexander. Yes, that is a fair statement. 

Mr. McClory. You audit a lot of other people. Have you ever been 
audited by the GAO? 

Mr. Alexander. IRS? 

Mr. McClory. Yes. 

Mr. Alexander. GAO is looking into almost every substantial 
activity of IRS, including, particularly, our problems with confidential 
informants and our expenditures for intelligence gathering on behulf 
of the joint committee. 

Mr. McClory. That report should be forthcoming soon and will be 
made available to this committee too, I assume. 

Mr. Alexander. I hope so. The request was made of GAO March 
25, 1975, by the Joint Committee on Internal Revenue Taxation for a 
GAO review of our intelligence gathering and our use of, and payments 
to, confidential informants. 

Mr. McClory. Has there been an earlier GAO report which we 
might find useful? 
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Mr. Alexander. In this particular area of intelligence gathering, 
Mr. McClory, I don’t know of any. GAO has looked into our collection 
function. They are now looking into our audit functions, and our 
appellate functions, our taxpayer service functions. 

Mr. McClory. In connection with sharing information with other 
Agencies of Government, it would seem to me to be far preferable to 
share the information without identifying the taxpayer in a number of 
instances. 

In other words, a great deal of the information is sought by other 
agencies for statistical purposes and it would be an 'improvement, 
would it not, for you to be at liberty to provide the information without 
identifying the taxpayer? 

Mr. Alexander. That is the way we see it. 

Mr. McClory. That needs a change in the law then, don’t you 
think? 

Mr. Alexander. I think we need to tighten up the law. 

On the list Mr. Wolfe read, Mr. McClory, the largest user of tax 
information was missing. That is the Census Bureau. 

If I understand correctly, the Census Bureau gets some tax return 
information on all of our taxpayers. 

Mr. McClory. They don’t need the names of the taxpayers actually, 
do they? 

Mr. Alexander. I don’t see why they should need the names. 

Mr. McClory. I am concerned about these wholesale attacks 
against the American corporation. That seems to be the current scape- 
goat, you know, and there are efforts being made to gather detailed 
information about corporate operations, and with some efforts to 
limit profits of certain items. The multinational especially is a principal 
target. 

I would think that for instance — and this would be a particular 
protection to the rights of individuals, the corporate rights and the 
shareholders’ rights of these corporations, if this change could be made 
where the statistical information was made available without identify- 
ing the particular corporation or individual. 

Mr. Alexander. We would like to make information available for 
statistical purposes without identifying taxpayers. We think that good 
statistics are necessary, but one can be buried in bad statistics, and 
good statistics don’t require names. 

Mr. McClory. There is another area in which I am particularly 
interested and that is the. area of illegal aliens. We are about to enact 
a comprehensive law which would impose penalties against the 
employers of illegal aliens. 

Is tnere any way in which the — maybe now what I want to do is 
invade some of the rights of privacy but is there any way in which 
Internal Revenue Service can be useful with its intelligence-gathering 
facilities, to help in this area? 

Mr. Alexander. It would involve the very problem you mentioned. 

Mr. McClory. I didn’t detect that there were any communications 
between the Internal Revenue Service and the Commissioner of Immi- 
gration and Naturalization. Are there some? There are none today. 

Mr. Alexander. Communication of tax returns? No. Other com- 
munications, yes. We see each other at the law enforcement officers’ 
lunch and discuss our mutual problems. Their problems are great. We 
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would like to be helpful to them but we need to protect taxpayer 
privacy. 

Mr. McClory. In connection with the strike force, do you work 
under the Department of Justice? Do you take the initiative? Exactly 
how does this operation work insofar as the intelligence community is 
concerned between the Department of Justice on the one hand and the 
IRS on the other? 

My time is up, but you may answer the question. 

Mr. Alexander. We at IRS believe we are the largest component 
of the strike force. While the FBI works with the strike force in a num- 
ber of areas, at least, one might question whether the FBI people are 
actually a component of the strike force. The Department of Justice 
has responsibility for leaderhip of the strike force. A strike force can 
be a very effective tool in an area where effectiveness is badly needed. 
It can, like other organizations, involve itself in tasks unrelated to its 
principal purpose, or let its zeal outrun its judgment. 

Chairman Pike. Mr. Giaimo. 

Mr. Giaimo. Mr. Alexander, going back to the list of requests for 
tax returns which Mr. Wolfe read, you named all the various executive 
branch agencies, but I didn’t hear you mention the White House. 
Didn’t the White Hoise request any tax returns in 1974? 

Mr. Alexander. Not that I know of. They are not on our list. I 
think the answer is "no.” As long as I have been Commissioner, the 
White House, to my knowledge, has requested no tax returns of tax- 
payers other than those involved in a particular audit of a particular 

Mr. Giaimo. Now look, Mr. Alexander, you know it is a common 
belief among some of us up here in the Congress that Presidents in the 
White House — not just the last President prior to President Ford, but 
even before President Nixon — have had access to tax returns of 
American people. 

Can you give us assurances that. Presidents of the United States 
have not had access to tax returns in either a legal request or an official 
request, or let’s say, quote, unquote, in an unofficial request. In fact, 
has not the IRS been the subject of criticism because of the fact that 
there have been strong allegations that Presidents have had access? 

Mr. Alexander. The IRS has been the subject of criticism by rea- 
son of these allegations and these allegations had some past substance 
to them, yes. I think there was some back door information given to 
the White House before I became Commissioner. 

Mr. Giaimo. How do we know you have closed that back door? I 
assume the list you gave us here is the front door, the official way of 
getting the information. 

Mr. Alexander. That is the official way. Perhaps this won’t give 
you as much assurance as you would like. The way you know is by 
President Ford’s Executive order, which makes it very clear that no 
tax returns are to go to the White House except by written request 
from President Ford, and there have been no such written requests. 

The way you know is by what we have done in IRS. Last August we 
issued a new directive stating all such requests from the White House — 
or anyone connected with the White House — had to come through my 
office and the material would be transmitted only by me or by the 
Deputy Commissioner in my absence. 
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Now, those are procedures. Now, we get to the problem of people. 
We think at IRS that we have good people and honorable people and 
people that won’t violate the rules. I can’t give you negative assur- 
ances, however — and this is the final problem — give you the kind of 
assurance that you would need to make certain that there had been 
no violation of President Ford’s Executive order, or of our directive. 
I have every reason to believe that the people in IRS are living up 
to these responsibilities and are not violating the Executive order. _ 

Mr. Giaimo. May I interrupt you right there because I want to 
believe what you are telling me and I know that you and the gentle- 
men and the lady at this table here are people of integrity. But can 
you say that you have every reason to believe that it is now better 
than it was? You know that evidence has come out that there was 
wrongdoing on the part of some jndividuals, but it didn’t come out 
until they were exposed and until there were allegations made. That 
is one of the reasons why this very committee was put into existence. 
We in Congress sense, and the American people sense, there is a^deteri- 
oration nfTtn'ir inlelligence-gathering functions, and also in IRS. 

How can you say now that you have every reason to believe that it is 
better when we just have found evidence in the last year or so that it 
was getting bad? 

Mr. Alexander. Because I don’t believe, sir, that the people in 
IRS now, who are, in my judgment, people of great integrity, are 
about to violate the rules, or abandon that integrity, even if they were 
asked by the people in the White House. You nave a different group 
in IRS and you have a different group in the White House. 

Now, I can give you no assurance as to the future unless you gentle- 
men do something about the first ingredient. The first ingredient 
is a good law and we do not have the law that we should have in 
section 6103 of the Internal Revenue Code. It needs to be tightened up. 

Mr. Giaimo. We will accept your recommendations there and we 
hope that you will send them up to the Congress to do that. But you 
understand that you are faced with the same old problem. It isnT 
the question of someone trying to bribe one of .your employees; it is 
the President of the United States, or ^powerful Congressman or 
Senator or committee, or executive brancli Secretary, or Assistant 
Secretary, asking for cooperation from one of your employees. It 
has on it the trappings of legality, or at the very least the employee 
wants to make the interpretation that it is legal for him to cooperate. 

How do you solve this and give us assurances, because the assurances 
are needed right now? 

Mr. Alexander. The best assurance I can give you is that, to my 
knowledge and to the knowledge, I am convinced, of everyone at this 
table, what you fear is not happening and is not going to happen. If it 
happened it would be a violation of the Executive order of the Presi- 
dent of the United States and President Ford is not about to permit 
that. It would be a violation of the directives that we have issued, but I 
can give you no assurances for the indefinite future and I cannot 
give you a complete negative assurance that back door tax information 
might not, in violation of the President’s order, in violation of our 
rules, and in violation of the integrity of our employees, be transmitted 
beyond the Internal Revenue Service. 

Mr. Giaimo. I can appreciate what you are saying, Mr. Alexander, 
and I understand you can’t give any negative assurances, but are 
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you taking greater steps to check the internal security of IRS em- 
ployees and operations to see that it does not happen? 

Mr. Alexander. Yes. 

Mr. Giaimo. To any substantial degree? 

Mr. Alexander. Yes. 

Mr. Giaimo. Can we be assured that this will continue in the 
future years or do we have to have a pendulum action — for example, 
every 20 or 25 years when we have some major happening in our 
Nation and then, and only then, does Congress react? I believe that 
the Congress is at fault to a great degree in its failure to oversee CIA, 
IRS ana other intelligence functions. We go along on assumptions of 
propriety more than you do. But if we don’t watch the agencies, the 
people are going to suffer. 

Can you give us assurance that you are going to take even greater 
steps? 

Mr. Alexander. I can give you assurances as to the present. I 
cannot give you assurances as to the future. I can give you a flat 
assurance that we will do our best to cooperate with you in securing 
the present and in producing a better law which will help secure the 
future. 

Chairman Pike. Mr. Dellums. 

Mr. Dellums. Thank you, Mr. Chairman. 

Mr. Alexander, in our last brief colloquy, I asked the question, has 
IRS ever been involved in a program of mail cover. Your response 
was yes. 

I would like to ask several questions. 

One, could you give me the justification for the mail cover program, 
- what its purpose is, what is the authority of the mail cover program, 
how much money is devoted to that? The “B” part of that question 
is do you still have a mail cover program, and part three is, do you 
ever and have you ever had a mail-opening program of American 
citizens? 

Mr. Wolfe. Mr. Congressman, we do have and have had a mail 
cover operation. 

Mr. Dellums. Would you at the outset define “mail cover” for us? 

Mr. Wolfe. May I read from our instruction, and I would be happy 
to furnish this for the record. It is from our manual so that the record 
will have it. 

Chairman Pike. First of all, yes, you may read it, and, second, you 
are still going to respond to Mr. Dellums’ question, and I just warn 
Mr. Dellums it may use up all of his time if he reads the whole thing. 

Mr. Wolfe. It goes one paragraph long and about eight lines at 
the most: 

A mail cover is a process by which a record is made of any data appearing on 
the outside of any class of mail matter including checking the contents of any 
second, third, or fourth class mail matter as now sanctioned by law in order to 
obtain information in the interests of protecting the national security, locating a 
fugitive or obtaining evidence of commission or attempted commission of a crime. 

Mr. Dellums. Now, my question is, what is the justification for 
the mail cover program on the part of the IRS? Do you still have a 
mail cover program and do you open mail of American citizens? 

Mr. Wolfe. Let me answer your second question. We do not open 
mail of American citizens or anybody else. 

Mr. Alexander. Unless it is our mail. 
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Mr. Wolfe. We get an awful lot of that. 

We do have mail covers— let me check on one thing 

Mr. Alexander. Mr. .Bates wants to respond, in part, to this, too. 
Mr. Wolfe, why don’t we let Mr. Bates proceed? 

Mr. Bates. The description Mr. Wolfe gave is exactly that.that we 
use. There are refund schemes where some individual has filed multiple 
refunds, and we try to identify where those refunds are going. We do 
not open the mail. We ascertain that a refund check went to a specific 
house or went to a specific post office box. A bribery. If there is bribery 
of an IRS employee, we use mail covers to determine whether or not 
he may be receiving — or the accountant who bribed him may be 
receiving — mail so we can identify, perhaps, other kinds of bribery 
schemes that would be going on. It is used just for that purpose. 

Mr. Dellums. At some point are you going to tell me where the 
justification is for the mail cover program, the authority? _ 

Mr. Wolfe. One place we use it is to locate fugitives. For example, 
we have a conviction, and we need to locate this individual who has 
escaped from the law, and this is one means which we use to locate 
those. 

Occasionally, we will have knowledge of a possible commission of a 
felony involving title 6 of the code, and then we will need, of course, 
to try to locate these individuals. Mostly, it is a means by which we 
can locate those who either have been convicted of a felony or those 
we have good reason to believe may have violated the Internal Revenue 
law. 

Mr. Dellums. And on the latter part, what is your authority 
where you have reason to believe? 

Mr. Whitaker. If I may, Mr. Dellums, I would like to supply an 
opinion to the committee for the record. I do not believe we have 
any special or specific statute or authority. I think it is within our 
general authority to enforce the Internal Revenue Code. I would like 
my office to look into it and supply you with an opinion, If I may. 

[The information follows:] 

August 7 , 1975 . 

Procedures and Statutory Authority for the Use of Mail Covers 

procedure 

Under the procedures prescribed for employing a mail cover, a special agent 
who wants to use a mail cover in a criminal investigation is required to make a 
written request to a designated official of the United States Postal Service. That 
request must specify the reasonable grounds that exist which demonstrate the 
mail cover either would aid in looating a fugitive or assist in obtaining informa- 
tion regarding the commission or attempted commission of a felony. The desig- 
nated postal official, usually a PostaL Inspector in charge of a district or his 
designee, will order the mail cover if the request meets the regulatory oriteria 
established for employing the technique. A postal employee will then be assigned 
to examine mail addressed to the person under investigation, record the informa- 
tion on the outside of first-class mail or as sanctioned by law, the information 
on the outside or in the contents of second-, third- and fourth-class mail, and 
transmit a report of the information to the requesting agency. The regulation 
under which mail covers are conducted contains several safeguards including a 
specific prohibition on breaking the seal on first-class mail without a search 
warrant; reporting on matter mailed between the subject and his known attorney- 
at-law; a time limitation on the mail oover; and a requirement that mail cover 
data shall be made available under appropriate discovery motions in legal 
proceedings. 



The procedures for obtaining authorisation for, and conducting, a mail cover 
are set out in 39 C.F.R. Part 233. This regulation was published on March 12, 
1975 at 40 Fed. Reg. 11579. The procedures set out in this regulation were for- 
merly prescribed by the Postal Service Manual. The preamble to the republica- 
tion of the regulation states the document was published “to make these 
regulations more accessible to the public, and to discourage confusion concerning 
the nature and uses of this important law enforcement tool.” 

Authority 

Regulatory authority for federal and state law enforcement officers to request 
mail covers from the Postal Service and receive information obtained by employees 
of that organization who conduct such an operation is covered in 39 C.F.R. 
Part 233. Such regulation is “presumptively valid, and one who attacks it has 
the burden of showing its invalidity — [and] is ordinarily valid unless it is (a) 
unreasonable or inappropriate or (b) plainly inconsistent with the statute.” 
Rockville Reminder , Inc . v. United States Postal Service, 480 F.2d 4 (2 Cir., 1973), 
and cases cited therein. 

Part 233 of the Postal Regulations was issued under 39 U.S.C. 401, 404 and 410. 
These statutes give the Postal Service broad rule making authority to accomplish 
the objectives of Title 39 of the United States Code and to provide such other 
services incident thereto as it finds appropriate to its functions and in the public 
interest. Thus, the Postal Service has the authority to issue such a regulation. 

A num ^r of courts have held that the Fourth Amendment does not prevent 
postal inspectors from copying information contained on the outside of sealed 
envelopes (first-class mail) in the mail where no substantial delay in delivery is 
involved and such a practice does not violate any other constitutional provision. 
Lustiger v. United States , 386 F.2d 132 (9 Cir. 1967), cert . den . 390 U.S. 951 (1968) ; 
Canaday v. United States , 354 F.2d 849 (8th Cir., 1960); United States v. Isaacs, 
347 F. Supp. 743 (D.C. N.D. III. 1972), aff’d 493 F.2d 1124 (7 Cir., 1974), cert . 
den . 417 U.S. 976 (1974), and cases cited therein. Nor does a mail cover violate 
postal laws. United States v. Costello, 255 F.2d 876 (2 Cir. 1958), cert . den . 357 
U.S. 937 (1958). It should be noted that Costello, as well as Canaday, involved 
mail covers where the information gathered was requested by, and turned over 
to, the Internal Revenue Service. 

Hence, 39 C.F.R. Part 233 sets forth a valid regulatory scheme for obtaining 
information by use of mail covers and has the force and effect of law. However, 
the use of mail covers in no way justifies the seizure and retention or opening and 
searching of first-class mail without a search warrant since the unreasonable 
search and seizure of one's papers or other effects, as proscribed by the Fourth 
Amendment, extends to their presence in the mails in sealed envelopes or pack- 
ages. Ex Parte Jackson, 96 U.S. 727 (1877); Lustiger y. United States, supra . See 
also, Weeks v. United States, 232 U.S. 383 (1913). 

The case law cited pertains to the examination and recording of information 
on the outside of first-class mail. Under mail cover procedures set out in the 
Postal regulations, “checking the contents of any second-, third-, or fourth-class 
mail as now sanctioned by law” is also permissible (39 C.F.R. 233.2(c)(1)). This- 
follows a legal principle established many years ago by Ex Parte Jackson, supra . 
As to the limitation “now sanctioned by law” on examining the contents of these 
classes of mail, it would appear safe to assume the postal employees gathering 
information during a mail cover operation are familiar with, and will abide by, 
any statutory restrictions on examining the contents of this type of mail. 

The remaining issue is whether the Intelligence Division of the Internal Revenue 
Service is a “law enforcement agency” authorized under 39 C.F.R. Part 233 to 
reauest the Postal Service to conduct a mail cover. In this regard, 39 C.F.R. 
233.2(c)(4) defines “law enforcement agency” as; 

. . . any authority of the Federal Government or any authority of a 
State or local government one of whose functions is to investigate the com- 
mission or attempted commission of acts constituting a crime. 

Certain sections of the Internal Revenue Code of 1954 and delegations of 
authority down to the Intelligence Division and special agents clearly bring that 
organization within this definition. 

Section 7601 of the Internal Revenue Code of 1954 (hereinafter referred to as 
the Code) directs the Commissioner “to cause officers or employees of the Treasury 
Department to proceed, from time to time, through each internal revenue district 
and inquire after and concerning all persons therein who may be liable to pay any 
internal revenue tax.” This section imposes upon the Commissioner the power 
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and duty to investigate for violations of the interal revenue laws. DeMaslers v. 
Arend, 313 F. 2d 79 (9 Cir., 1963), appeal dismissed 375 U.S. 936 (1963). Section 
7803(a) of the Code authorized the Secretary or his delegate (the Commissioner) 
“to employ such number of persons as the Secretary or ms delegate deems proper 
for the administration and enforcement of the internal revenue laws. 11 

The criminal enforcement authority vested in the Commissioner has been 
delegated through appropriate National Office and Regional Office officials to the 
Intelligence Division and special agents in the districts. This was last done through 
the “Statement of Organization and Functions” published in the Federal Register, 
March 29, 1974 (39 F.It. 11572), at paragraphs 1118.6 and 1118.7. Under Policy 
Statement P-1-38 (Approved 6-2-59), the assignment of the functions set out 
in paragraphs 11 18.6 and 11 18.7 of the “Statement of Organization and Functions” 
constitutes a delegation of authority. 

It is also significant that Congress has specifically recognized the law enforce- 
ment responsibilities of special agents and has granted them authority to perform 
certain specific police functions. Section 7608(b) of the Internal Revenue Code of 
1954 gives these criminal investigators the authority to execute search and arrest 
warrants, as well as subpoenas and summonses, to make arrests without a warrant 
involving offonses relating to internal revenue laws and to seize property for 
forfeiture under the internal revenue laws. 

The specific authority to execute arrest warrants, along with the general au- 
thority of special agents to investigate criminal violations of the internal revenue 
laws, justifies the participation of these officers in searching for a fugitive wanted 
in connection with an internal revenue violation. Since one of the bases for ob- 
taining a mail cover from the Postal Service is that the subject be a fugitive, the 
use of this investigative tool by special agents in locating such people seems to be 
in order. 

In conclusion, there seems to be no statutory or constitution! proscription on 
employing mail covers as an investigative technique in criminal felony investiga- 
tions of internal revenue law violations or in locating fugitives wanted in connec- 
tion with such violations and that special agents have the authority to use this 
tool within the procedures and guidelines set forth in 39 C.F.R. Part 233. Indeed, 
the courts have recognized and accepted the use of this technique by special agents 
on a number of occasions. See, e.g. 9 Canaday v. United States, supra; United States 
v. Costello, supra. 

Mr. Dellums. I would now call your attention to the question of 
proprietaries. 

As you know, CIA operates various organizations known as pro- 
prietary corporations, businesses for normal profit, such as airlines, 
a charter airline and public relations firms. 

First, what is IRS's position on the taxation and auditing of those 
so-called proprietaries, and have you ever audited proprietary cor- 
porations operated by CIA? 

Mr. Alexander. The answer to your first question is that we think 
these proprietary corporations are taxpayers just like other corpora- 
tions in tne same businesses. Wo don’t see any statute or exception 
for them. So if they make a profit, we would like to recycle some of it. 

*• In answer to your second question, discussed by Mr. Wolfe, a few 

minutes ago, he stated, sir, that we have made audit investigations 
with respect to CIA’s activities having tax consequences. 

Mr. Dellums. If you have audited, are your audits conducted in 
some special separate and apart, distinctly different from audits of any 
other American business? 

Mr. Wolfe. The verification of the income and expenses is the same 
as any other type of examination. However, if we have to get into 
background information, as we do in some of the other examinations, 
it is handled differently in that we have to have a revenue agent who 
has a clearance. If it is a top secret matter, lie has to have top secret 
clearance to get into this area. 
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We do not hesitate to get that clearance and permit him to get 
whatever information is necessaiy to make a proper determination of 
taxability. 

Mr. Dellums. Does IRS employ former CIA agents as IRS auditors 
for the purposes of auditing a transaction between your organization 
and the CIA and any other intelligence community? 

Mr. Wolfe. To the best of my knowledge we have never hired a 
former CIA agent and since I have been here I know that there have 
been none simply because we have had to get clearance for our people 
to do this. 

Mr. Dellums. To vour knowledge has anv personnel of the intelli- 
gence community at large been given any different consideration by 
your organization than any other citizen? In other words, have any 
people in the general intelligence community been given any special 
consideration over what you would give to an ordinary citizen? 

Mr. Wolfe. That is a difficult question. For example, I have 15,000 
revenue agents examining tax returns, another 2,700 special agents 
and another 4,000 tax auditors. 

Our procedures require that we only have one set of procedures 
which require that a certain method be followed in maxing their 
audit and this applies to everybody. 

Mr. Dellums. May I ask a hypothetical question: Would it be 
possible for me as a member of the American intelligence community, 
say the CIA — would there be greater likelihood I could get away from 
paying my fair share of taxes than if I was a plain citizen? 

Mr. Wolfe. I wouldn’t say it is possible. Certainly it is possible to 
do this but the way we select returns, particularly individual returns 
is through the computer. We have what we call a discriminant func- 
tion formula which identifies those returns most likely in need of 
audit and they give a score to the return. The higher the score the 
more likely the return is in error and these arc the returns we select 
and we don't know who they are. 

Chairman Pike. The time of the gentleman has expired. 

Mr. Johnson. Mr. Chairman, I ask unanimous consent to yield all 
but 1 minute of my time. 

Chairman Pike. Without objection it is so ordered. 

Mr. Dellums. My final question in this particular area is, do IRS 
and CIA detail personnel as liaison to each other’s organization on a 
routine and regular basis? 

Mr. Wolfe. We do not from Internal Revenue Service, to my knowl- 
edge, to CIA, except as I told this committee earlier, that Mr. Mc- 
Guffin of my staff is the contact with the CIA and there is an indi- 
vidual in CIA who is our contact there. There are two individuals 
that I know of and the only two. 

Mr. Dellums. Can you give us assurances that when you audit 
the tax return of a CIA proprietary corporation that money does in 
fact go back to the Treasury, or do you have information or knowledge 
as to whether those profits or taxes go back to the CIA for the purpose 
of funding other projects? 

Mr. Wolfe. Any audit that we make, and any deficiencies we col- 
lect go into the general fund of the Treasury of the United States 
and not back to CIA. 
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Mr. Dellums. Earlier this } r ear disclosure was made of an IRS 
training program of stress seminars for undercover agencies involving 
at some penods of time the use of alcohol and women. My question 
is, to what extent if any does IRS agency training currently employ 
stress seminars or similar methods of training and if you have evaluated 
the worth of such stress seminars, what value do you place on these 
seminars and how much money have you spent on these programs? 

Mr. Alexander. We are talking about ancient history. These stress 
seminars go back to 1963. They were a part of a training program that 
did involve such innovative ideas and ideas that in the judgment of 
those of us in charge of Internal Revenue now are not appropriate 
elements in training people. This was part of an undercover school, 
so-called, and the last undercover school occurred in January 1973, 
before I became Commissioner, before Mr. Wolfe became Assistant 
Commissioner for Compliance. We do not have those schools now 
and are not about to. 

Mr. Dellums. This is following in a general way the questions of 
the distinguished chairman: Is it possible for intelligence-gathering 
agencies other than IRS to have access to the information stored at 
Martinsburg? 

Mr. Alexander. For agencies other than IRS to have access to 
Martinsburg? 

Mr. Dellums. You have a data bank there. My question is, can’t 
other intelligence-gathering agencies have access to that information — 
other than you? 

Mr. Alexander. They might possibly have some sort of capability 
of getting into our computer without our knowledge and without our 
permission and without any semblance of law. I don't think they would 
do it, so the answer to your question is no. 

Mr. Dellums. The information-gathering retrieval system was a 
data bank of information on numerous citizens set up as an intelli- 
gence-gathering operation from 1969 until you suspended it. 

Under what authorization, and whose direction, was this program 
established and can you estimate the total cost of this program during 
the period it was used? 

Mr. Dellums. If I, for example, wanted to find out how much 
money is spent 

Mr. Alexander. I don’t think we have figures as to how much 
money was spent on the IGRS system. We would have to supply you 
for the record our best guess about this, Mr. Dellums. The IGRS 
system, as I mentioned, was an outgrowth — we do have some infor- 
' 'v. mation, here. "Cost of IGRS activity, fiscal year 1974.” I don’t 
know who prepared this. 

Mr. Bates, it is a limited figure. 

Mr. Alexander. I don’t know what the limited figure means. I 
have here a set of figures but I would like to check out this set of 
figures to make sure it is the right set of figures in response to your 
question. The initial figure looks like about $2,800,000 for fiscal year 
1974. 

I would like to verify that, Mr. Dellums. What IGRS was, was a 
computerized system for the storage and retrieval of information 
developed in our intelligence activity. It was an outgrowth of several 
years of study. A Manual Supplement issued in 1973 and revised in 
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1974 providing details of this system. We will supply these Manual 
Supplements for the record. 

[In response to Mr. Dellums request the following information was 
received tor the record :] 

The $2.8 million IGRS in FY 1974 is a correct figure, but represents only the 
cost of direct operations. It does not include supporting management and ad- 
ministrative personnel costs, equipment costs, space rental or other similar sup- 
port and overhead costs. In FY 1974 the tothl cost of IGRS would be $6.5 million; 
this cost is comparable to the total FY 1975 cost of $4.3 million for information 
gathering already included in the record. 

Manual Transmittals dated May 4, 1973, and March 4, 1974, are provided for 
the record. 

[The enclosures are in the committee files.] 

Mr. Alexander. We found this system was overshooting the mark, 
that it was not cost-effective and that certain information of a nontax 
related type was getting into the system. As I mentioned earlier, my 
namo was one of the 465,442 names in the system and I wasn’t sure 
under what categorv I was supposed to fit. 

We terminated this system after the Deputy Commissioner took a 
careful look at it with a view toward producing the kind of guidelines 
we have furnished to this committee and we have discussed at the 
hearing this afternoon. These guidelines are not engraved in stone as 
I mentioned earlier. 

We found this system had grown like Topsy, that names were being 
put in the system by clerks without the adequate supervision that one 
should expect. Mr. Bates and his Inspection Service reviewed this 
system carefully, and we stopped the system to substitute a new one 
we think is better designed to retain the information that we need and 
must have to enforce the tax laws properly, but only that information. 

Chairman Pike. The time of the gentleman has expired. Mr. Kasten. 

Mr. Kasten. Mr. Alexander, I wonder if we could ask Mr. Wolfe to 
supplement the data provided to the chairman in giving the figures of 
the requests received by IRS and the number of taxpayers involved 
from the requests that came from State and local governments during 
that same period of time. 

If you do have the totals, that would be helpful. I would ask unan- 
imous consent to have you submit for the record the totals by State 
for 1973 and 1974. 

Do you have the totals to give us right now? 

Mr. Wolfe. Mr. Kasten, I don’t. Wo will be happy to furnish that 
information to the committee. 

[The information can be found in the committee files.) 

Mr. Kasten. One group of people having access to your records that 
we haven’t talked about before is the Census Bureau. Mr. Lehman 
talked briefly about the Census Bureau. It is my understanding 
hundreds of thousands of records are examined by the Census Bureau. 

I would assume there is some kind of method of keeping the names 
confidential. 

What is the relationship? How do you operate with the Census 
Bureau? How many tax returns were given out to them recently? 

Mr. Alexander. Information on almost all our individual taxpayers. 
The figure we have that Mr. Wolfe showed me is 79 million individuals, 
and in addition a large number of other entities. 
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We need to provide for the record a supplement to the answer that 
I am giving you now and that I gave earlier. First, to show you what 
goes to Census, how much and in what form. 

Miss Alpem, would you care to add to that? 

Miss Alpern. A good deal of the information that goes to Census 
and other Government agencies — yes, and particularly a further 
embellishment of the question previously asked by Mr. McClory — 
is for their statistical surveys and studies. These are both compilations, 
giving summary totals based upon the million of different returns 
filed, or taxpayer identifying data generally limited to Social Security 
number, employer identification number, and name and address. 
There are also some arrangements where other data files are furnished. 

Mr. Kasten. When the information goes to what seems to be a very 
large number of government agencies — the information the chairman 
was speaking about — how can you be assured that that Government 
agency will be as concerned about the confidentiality of the informa- 
tion as you in fact are and should be? 

Mr. Alexander. We believe the Census Bureau 

Mr. Kasten. I am not talking about the Census Bureau but about 
the various other agencies of the Government like the Federal Housing 
Administration, the Federal Communications Commission, the Civil 
Service Commission, that group of people. When you give the informa- 
tion to them, how are you assured they maintain the confidentiality? 

Mr. Alexander. First, the letters they submit to me requesting 
information contain an undertaking to hold the information that we 
supply confidential. Of course Census has an excellent record, just to 
complete my answer in that sense. 

Second, we have considerable faith in the integrity of these agencies 
and the people who request this information, and considerable under- 
standing on the basis of considerable experience, that they will 
maintain the confidentiality of tax returns. 

Mr. Kasten. I would ask the same question as to the confidentiality 
and the opinion you have of the information that goes to State and 
local governments. 

Mr. Alexanber. First, one needs to remember that much more 
information goes to State governments and presumably local govern- 
ments than to these agencies. You will recall that the great majority 
of these large numbers, this 30,000 figure that we have given you, 
the more than 8,200 taxpayers we mentioned, involved requests 
by the Department of Justice or by U.S. attorneys, so the numbers 
involved in the transmission of returns, or return information to 
other agencies, is quite small in comparison. Of course, the more 
hands into which information goes the more likely is a breach of 
integrity. 

Mr. Kasten. Therefore you would feel it is more likely there 
would be a breach of integrity with the information going to State 
and local governments? Is that your answer to my question? 

Mr. Alexander. We are quite concerned about breaches of 
integrity in the vast bulk of information that we supply to State and 
local governments. I am sure they share this concern with us. 

Mr. Kasten. There have been a number of indications of problems 
in this area. Have you or others in your department come to Congress 
with suggestions, legislative remedies to this problem? We are talking 
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about data. What is it, 1913 we started with the tax act, where it is 
supposed to be confidential? It obviously isn’t. 

Have you come to the Congress or have people in the Treasury 
Department come to Congress stating “We have got a problem here,” 
or do we just float along with it? Having to do with the confidential 
information at State and local government levels? 

Mr. Alexander. I first came to Congress on this in August 1973. 
Yes, we have come to Congress. 

Chairman Pike. Mr. Murphy? 

Mr. Murphy. Thank you, Mr. Chairman. 

Mr. Alexander, you earlier testified that in 1973 you spent $11.8 
million in your intelligence-gathering evaluations account. In 1974 it 
was $6.5 million, a reduction of approximately $5,100,000. 

During 1975 thus far the former Assistant Commissioners for 
Compliance .and Inspection and the Director of Intelligence Division 
have retired and have been replaced by the incumbents, Messrs. 
Bates, Wolfe, and Clancy. 

You also talk about new integrity in the IRS. You also sent out a 
circular where you requested a reduction in overtime, especially in 
the Chicago area, of IRS special agents. 

Do you consider thereb} r that a change in direction of intelligence 
policy is taking place with these facts I have just enumerated? 

Mr. Alexander. By mentioning new integrity I don’t want to 
imply a lack of integrity in the past. 

Mr. Murphy. We all know there were wiretap specialists, Mr. 
Alexander. Do you anticipate a change in direction? Are you changing 
the direction of the IRS? 

Mr. Alexander. We are. 

Mr. Murphy. Could you supply to me the number of requests from 
the strike force in the Chicago area for income tax returns since 1969? 

Mr. Alexander. Yes. 

[The information follows:] 

CHICAGO STRIKE FORCE REQUESTS FOR INCOME TAX RETURNS 



Number of 

Number of 

Number of 

Calendar year 

requests 

taxpayers * 

retarns 


1969 

1970 

1971 

1972 

1973 

1974 

1975 (to Aug. 22). 

Total 


5 

237 

711 

8 

657 

1,971 

2 

194 

582 

3 

107 

321 

7 

419 

1,257 

7 

298 

1,233 

5 

119 

585 

37 

2,031 

6^660 


> Prior to Nov. 12, 1974, strike force requests did not cite specific tax periods. Field experience showed that, on the 
average, 3 years* returns were disclosed for each listed taxpayer. Therefore, for requests prior to the above date, 3 years 
was used as a multiplier to estimate the number of returns requested. Requests after that date have cited specific tax 
periods and the number of such periods have been used to determine the number of returns requested. 

Mr. Murphy. Could you also give me what the usual component of 
IRS agents is in that area and what increase if any there has been, 
from 1969 until the present. Also will you give me the jump in overtime 
hours worked by those special agents in that particular area, since 
1969? 
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Mr. Alexander. We will do our best to supply all that for you, 
Mr. Murphy. 

Mr. Murphy. I will appreciate it. 

[The. information follows:] 

The Chicago, Milwaukee and Indianapolis Districts participate in the Chicago 
Strike Force. The following table shows total Revenue Agent and Special Agent 
positions in these Districts and the number assigned to the Chicago Strike Force 
during the period July 1, 1969 thru June 30, 1975: 


Revenue agents Special agents 



Total 

Assigned 
Chicago 
strike force 

Total 

Assigned 
Chicago 
strike force 

Fiscal year; 

1970 

1,129 

29 

189 

18 

1971 

1, 153 

37 

199 

16 

1972 

1,180 

47 

223 

36 

1973 

1,121 

49 

233 

22 

1974 

1,210 

49 

257 

45 

1975 

1,269 

56 

255 

44 


Revenue Agent’s overtime for Strike Force activities was negligible — h\h days. 
Overtime figures for Special Agents working on the Chicago Strike Force are 
not available separate from the larger number of non Strike Force Special Agents. 
The following table shows the total staff-days applied to premium pay, overtime 
and compensatory time by all special agents in the Chicago, Milwaukee and 
Indianapolis Districts for the period July 1, 1969 through June 30, 1975: 


Fiscal year: 

1970. . 
1971_. 
1972-1. 

1973.. 

1974.. 
1975-. 


Vwm&er of 
staff-days expended 

3, 188 

4,666 

5,848 

8,313 

9, 191 

6,649 


Chairman Pike. Mr. Hayes? 

Mr. Hayes. Thank you, Mr. Chairman. Mr. Alexander, the pro- 
grams that you described as being the joint compliance program and 
returns compliance program and I assume also coordinate compli- 
ance — are three different kinds of lower-level information-gathering 
descriptions within IRS — is that correct? Usually at the district level? 

Mr. Alexander. Yes, that is correct. I wasn’t sure how to interpret 
“Jower level”. We think they are pretty high level programs. We are 
talking about geography. The joint compliance program is a district 
program. 

Mr. Hayes. Generally not supervised by the Intelligence Division? 

Mr. Alexander. The Intelligence Division participates in the 
program. The district director exercises supervision over the program. 

Mr. Hayes. I wonder if you could, for tne record, supply to us some 
indications, perhaps ideas, as to how you intend to carry out section 
9 of the new circular provision, subparagraph .06. Specifically, how 
you intend to carry out those program changes which hopefully 
would exercise the proper care that it is directly tax-related information 
that is being sought at those levels. 

Mr. Alexander. We will be.glad to amplify that. 

Mr. Hayes. In addition I would be particularly interested in 3 r our 
recommendation on limiting nontax-related information growth, 
perhaps relating back to our prior dialog, the prior question that I 
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had in regard to your circular on what to do with— what you purported 
to do with nontax-related, noncriminal-statute violating information. 
And perhaps if you could submit or make reference to some of the 
suggestions that may already be extant in that area I think it woidd be 
helpful to the committee ana particularly to me. If you would provide 
those I would appreciate it. 

Mr. Alexander. We will. 

[The information follows:] 

We believe that Section 9.06 of the Information Gathering Guidelines can best 
be carried out by strict adherence to other sections of the guidelines. For example, 
section 7 of the'guidelines provides that the authorization for a project must be 
in writing and must state the purpose and define the scope of the project. Only 
information meeting the requirements of Section 4 (Definition of “directly tax 
related information’’) may be sought or obtained from outside sources for the 
project. 

Further, Section 6 sets our responsibilities for specific managers to review the 
activity and for all employees to ensure that information other than that necessary 
for the enforcement or administration of the tax laws is not solicited, indexed or 
associated with the name or other identifying symbol of a taxpayer. District 
Directors must provide for quarterly reviews of all information gathering activ- 
ities on projects and specific taxpayers, to ensure compliance with Service policy 
and these guidelines. Regional Commissioners must provide for a review of each 
district’s information gathering activities in their semi-annual visitations to the 
districts. Assistant Commissioners are required to provide for an annual review 
of each region’s information gathering activities as a part of the National Office 
Review Program. 

Our guidelines to the field require that top management at all levels (National, 
Regional and District) become involved in projects requiring information gather- 
ing so that such officials can assure that only directly tax related information, 
as defined in Section 4, is sought. Before such projects are authorized, the Assist- 
ant Commissioner at the National level, the Regional Commissioner at the 
Regional level, or the District Director at the District level, must evaluate the 
purpose, scope, and specific type of information to be solicited. It is the authorizing 
official’s responsibility, through his subordinate managers, to ascertain that only 
directly tax related information is sought and that non-tax related material is 
disposed of. We feel these responsibilities will not only prevent the growth of 
non-tax related material, but eliminate inventories of any such material presently 
maintained. National and Regional offices, through regular program visits wiil 
insure that all IR Manual restrictions on information gathering are adhered to. 

[The information-gathering guidelines referred to above are printed 
on pages 593 to 601 of the appendix.] 

Mr. Hayes. I might indicate, too, that I, as others have stated, 
very much appreciate your frankness, your wit and resiliency here 
today. I think it is only that we are very concerned about the applica- 
tion of the kinds of regulations that are submitted by the IRS. There 
is no other oversight except that which you supply, and which you 
issue pursuant to what I consider to be a kind of unique tax collector 
ethic that I find in the IRS, and always have found it. You have even 
outlined some of it in the final phases of this circular, which is a rather 
strange thing to find in an IRS information bulletin, where one would 
find some statements of philosophy. Particularly the three paragraphs 
about the mission of the Service, how to fulfill it, and compliance with 
Internal Revenue laws — the three paragraphs over your signature on 
the last page. I think that is extremely helpful and has to be extremely 
helpful to the size of the bureaucracy you have responsibility for and 
I commend you for that. 

Perhaps if we could have some statement about that, it might help 
us understand how to better devise the proper statutory controls 
that we are going to have to have if we are going to curb abuses that 
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occurred before you and which might occur after you, because I have a 
great deal of confidence they are not going to happen while you are 
exercising your responsibility . 

Mr. Alexander. Thank you very much for your statement. It 
applies to all of us here, not just to me. 

The mission of the Service as described in the top paragraph of the 
three you mentioned is exactly what we believe it to be. 

Mr. Hayes. Thank you very much, Mr. Commissioner. 

I yield the balance of my time to Mr. Murphy. 

Mr. Murphy. I too would like to thank you for your frankness 
and candidness. I find it most refreshing, especially in contrast with 
this morning’s hearings and other sessions we have had with other 
agencies. I appreciate it verj r much. 

Mr. Alexander. Thank you. 

Chairman Pike. Mr. Lehman? 

Mr. Lehman. Mr. Alexander, I just want to bring up one little 
subject. You said that Florida was lucky perhaps because of the 
climate, or perhaps because of organized crime. I can’t help being a 
litt'.e defensive on that. Organized crime as compared to what? 
Njvada, Baltimore, Chicago, or what? 

I really don’t think we deserve that kind of attention for that kind 
of a reason. I hope you will perhaps qualify or retract a little bit of 
tfrat. 

Mr. Alexander. I want to say I love, admire, and respect the 
State of Florida; that we do have an obligation to enforce the tax laws 
and that Florida has so many attractive attributes about it that it 
attracts not only the fine, outstanding citizens who live there but some 
criminal elements that would like to reside there. 

Mr. Lehman. You are getting worse. You are getting into more 
trouble, 

I won’t pursue it. 

For the record, I think that Florida is perhaps no better but cer- 
tainly no worse than hundreds of other parts of the country in regard 
to tne activities of organized crime or any other type of criminal 
activity. 

Come down and find out but don’t necessarily bring Operation Harry 
the Hat or Operation Sunshine, or Operation Banana Boat or for 
that matter Operation Leprechaun. 

I would like to take wnatever time is available, “if you can inform 
me more openly —I am familiar with Operation Leprechaun, but there 
has been very little discussion on the other types of operations. If 
you would like to give this committee any additional information in 
regard to that, it will certainly be very interesting and perhaps helpful. 

Mr. Alexander. Mr. Bates, do you have any further data on 
some of these other operations? 

Mr. Bates. You are speaking of Harry the Hat, Banana Boat, 
and Sunshine. 

Mr. Lehman. I just know the names and know nothing about what 
they are doing down there or have been doing. 

Mr. Bates. Let me briefly describe it. By tne way, our investiga- 
tion, Congressman, is still going on as to what happened down there 
those years. But apparently there was one undercover inspection 
agent working for the Internal Revenue Service who was sent into 
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the Miami area. From the best we can determine today — because 
the people responsible for this operation are no longer with the In- 
ternal Revenue Service — he was down there tp check on the in- 
tegrity of the Internal Revenue employees. 

Now I hate to mention the next subject because it is something 
that is dear to your heart. He was down there because the people 
whainitiated the operation were concerned that if there was corruption 
in Miami perhaps they were corrupting Internal Revenue Service 
employees. So, basically, the operation was to determine whether 
that was going on. 

The first part of the operation was called “Harry the Hat.” The 
man who went down there was down there for about 2 months. They 
changed the operation. They expanded what he was going to do. They 
changed it to “Operation Sunsnine” and that ran along for several 
months. Then they wound it up and they called it “Operation Banana 
Boat,” so it was a continuing of one operation, where somebody 
decided to put three labels on it. 

Mr. Lehman. Are the Internal Revenue agents in south Florida 
more susceptible to corruption than Internal Revenue agents else- 
where? Didn’t you have to initiate these kinds of operations in other 
places? 

Mr. Bates. Let me make you happy. The report indicates that 
there was no corruption on the part of the Internal Revenue agents 
as a result of this investigation, so they found absolutely nothing. 
Maybe that proves something positive, that everything looked all 
right as far as Internal Revenue Service employees were concerned 
in south Florida, at that time, as a result of the information we 
gathered in that operation. 

Mr. Lehman. And this has all been stopped at the present time? 

Mr. Bates. There is no such thing going on in Florida at this time. 

Mr. Lehman. Just to pursue the confidentiality, and then what- 
ever time I have left, I would like to give back to Mr. Kasten. For 
employees. So, basically, the operation was to determine whether 
instance, can the State’s attorney in a county in Florida request the 
governor to request the tax return for any particular citizen of his 
State? 

Mr. Alexander. He can make the request but will find that he 
won’t get the return. 

We are authorized and directed to give tax returns and tax return 
information to the governors on their request only for the administra- 
tion and enforcement of tax laws, so if the State’s attorney would just 
like to get a tax return because of curiosity or because somebody ran 
three red lights, he is not going to get it unless my counsel overrules 
me. 

The statute, itself, is very specific on this. It simply says that income 
tax returns shall be open to inspection by any official body or com- 
mission lawfully charged with administration of any State tax law. 
The statute restricts it to tax laws and restricts it therefore to those 
State officials charged with the administration of tax laws. 

Chairman Pike. The time of the gentleman has expired. 

Mr. Johnson is recognized foi 1 minute. 

Mr. Johnson. I need to get this information on the record about 
the special services staff and the information-gathering retrieval 
system. 



Did the IRS refer those matters to the Congress or report them to 
the Congress, and, if so, to which committee? 

Mr. Alexander^ The Joint Committee on Internal Revenue Taxa- 
tion looked into the special service staff and issued a preliminary report 
as part of its “friends and enemies” report on December 20, 1973. It 
looked into the special services staff further and issued a much more 
detailed report on June 5, 1975. 

As to the IGRS, the joint committee has called on GAO to review 
almost all major activities of any kincL-I don’t know whether-GAO is 
looking particularly into this at this time or not, but I do know that I 
have reported to congressional committees with respect to IGRS, and 
I expect to report further. The committee that has shown a particular 
interest in IGRS is Chairman Rosenthal’s subcommittee of the 
Government Operations Committee. 

Chairman Pike. Mr. Field. 

Mr. Field. Thank you, Mr. Chairman. 

Mr. Alexander, you made a statement that the IRS’s generalized 
investigation cost was $4.3 million in the 1975 budget. Is this the first 
time IRS has made a public breakdown of the strictly intelligence- 
gathering costs? 

Mr. Alexander. As far as I know; yes. 

Mr. Field. I understood that was done at the request of this 
committee, and again we thank you for doing that and for the previous 
figures. I think they are very helpful. 

There is $100 million spent on the intelligence division. I would 
like to understand why you distinguished the $4.3 million. I under- 
stand it is sort_nf ^generalized intelligence-gathering. Probably the 
remaining balances are directed at individual violations. Neverthe- 
less, were we to recommend oversight to a joint committee or some 
other body, it would strike me that perhaps the balance of that $100 
million may involve intelligence-gathering — paid informers, that kind 
of thing — and probably should come under oversight. 

I would be interested to hear what was the distinction and get your 
response on whether the whole $100 million shouldn’t come under 
oversight. 

I have two specific questions. Answer the others for the record. 

Why the reduction from $11.8 million a couple of years ago to 
$4.3 million last year? This is apparently following up on tips and 
so forth. Has the number of tips, gone down by two-thirds? Has 
the cost of evaluating the tips gone down by two-thirds, or is the 
fact a few years ago you were actually doing more than just evaluating 
the tips coming in? 

Mr. Alexander. I think a few years ago we did place emphasis, 
and rather strong emphasis, upon intelligence-gathering, information 
gathering, per se. That troubled me, because I was wondering whether 
it was an efficient and effective use of our limited resources. We don’t 
have enough special agents; we haven’t enough money in our intelli- 
gence budget to d p. opr job pr operly, and we wondered whether 'we 
were piling up information we couldn’t utilize because we didn’t have 
the people to, as we say, “work the cases.” 
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So from the standpoint of efficient use of resources, as well as from 
the standpoint of not gathering the irrelevant, or concerning ourselves 
about matters — social and economic views irrelevant to taxation, or 
something interesting only to the curious 

Mr. Field. It would seem to me IRS began to come under criticism 
and scrutiny, really, a few years ago, or at least a year and a half 
or so ago. The intelligence community in general came in only 
recently. This seemed to be some indication t>f what may happen 
elsewhere if more attention is paid to what is being collected and now 
valuable it is and whether or not it is proper. Perhaps your experience 
may be a harbinger of what may come elsewhere. It seemed to be 
that kind of thins. 

Mr. Alexander. We would be glad to share our experience with 
the other intelligence-gathering agencies. 

Mr. Field. Is it true that the cost of paid informers has gone from 
$122,000 in 1970 to $586,000 in 1974? 

Mr. Alexander. That aggregate includes more than payments to 
— informants. The payments to informants are the largest single ele- 
ment in the aggregate, but the aggregate includes same amount for 
the purpose of paying banks and the nke for records that we require 
from them. 

Mr. Wolfe, would you supply detail on that? 

Mr. Wolfe. Yes; that is right. We didn’t segregate the payments 
to the informants, and the amounts that we spent, where we had to 
reimburse banks and others to reproduce information for us. 

Mr. Field. Could I interrupt for a second? 

Since that is true, if you could at some time submit for the record 
the reason for that increase, I would like to have it for our records. 

Mr. Alexander. We will be glad to and will also submit for the 
record why the decrease from that figure. 

Mr. Field. I appreciate that very much. 

[The following information was subsequently supplied for the 
record:] 

The 4.3 million dollar expenditure for information gathering and retrieval in 
FY 1975 represents the cost of gathering, evaluating, cross indexing and re- 
trieving — on a district and national basis — information to be used by Service 
personnel as background material prior to the assignment of a case for collection, 
examination, or investigation. Except for this 4.3 million dollars for information 
gathering activities, the 100 million dollars spent in Intelligence Division programs 
in FY 1975 represents the costofi specific tax fraud case investigations. 

Tax fraud investigations are the responsibility of the Intelligence Division in 
Internal Revenue district offices and local posts of duty, under the functional 
direction of the District Director, the Assistant Regional Commissioners (Intel- 
ligence) and the National Office Intelligence Division, under the Assistant 
Commissioner (Compliance). 

The objective of this activity is to encourage the highest degree of voluntary 
compliance with Internal Revenue laws pertaining to income, estate, gift, employ- 
ment and certain excise taxes by enforcing the criminal provisions of such laws. 
Our special agents investigate incidents of apparent tax fraud. When the facts 
developed by the investigation warrant, prosecution is recommended for criminal 
tax violation. 

Any congressional oversight of intelligence activities should cover the entire 
amount spent in Intelligence Division programs. At present, the House and 
Senate Appropriation Committees, the Joint Committee on Internal Revenue 
Taxation, the Senate and House Government Operations Committees, and the 
oversight subcommittees of the Senate Finance and House Ways and Means 
Committees, have an oversight responsibility for IRS programs. 

5S-920 — 75 24 



Payments to secure evidence are shown in the chart below. Included in these 
charges are payments to informants, payments to banks for copies of documents 
and other miscellaneous expenses to secure evidence. 

INTELLIGENCE DIVISION PAYMENTS TO SECURE EVIDENCE 


|ln thouundsl 





Fiscal year— 




1971 

1972 

1973 

, 1974 

1975 

Payments to informants 

Payments to banks and other miscellaneous charges * 

::: 8 

8 

6276 

113 

6400 

165 

6183 

143 

Total payments to secure evidence 

122 

169 

389 

565 

326 


> Segregated data not available for fiscal years 1971 and 1972. 

* Includes funds spent for relocating witnesses; paying fees to returns preparers when IRS employees posed as tax* 
payers; travel, food, and lodging; telephone calls; photocopying by banks, ana other such costs. 


The increase in the aggregate amount between 1971 and 1974 was dueprimarily 
to the Service’s increased efforts in the Strike Force and Narcotics Traffickers 
Programs. Our field officials utilized informants to develop information in these 
two areas due to a lack of information from more conventional sources. 

Our expenditures during FY 1975 decreased substantially due to the following 
factors: 

1. Generalized information gathering by Service employees was suspended 
on January 22, 1975 pending high-level review of the practices and procedures 
in this area. 

2. Authorization for field approval of confidential expenditures was 
withdrawn on March 17, 1975. The only officials currently authorized to 
approve confidential expenditures to or on behalf of informants are the 
Assistant Commissioners (Compliance) or (Inspection). 

In summary, the decrease in the amounts paid to informants during FY 1975 
was due to the tightening of management controls. 

Chairman Pike. Mr. Kasten, do you need additional time? 

Mr. Kasten. I would like to ask one additional question, if I may, 
just a followup on the question about State and local government. 

In the series of questions immediately prior to this one you had, 
Mr. Lehman asked you about the sheriff in one county asking for 
information. You said you would not send it because the sheriff is 
not in the revenue business. 

If in fact, from that same county, a county clerk or someone else 
would — who could be thought to be in the tax or revenue business — 
request either on his own or through the Governor of his State a 
printout of everyone in that county for whatever reason he might 
deem, isn’t it possible that you would give that person that informa- 
tion? Not the sheriff, but someone in the tax collecting business? 

Mr. Alexander. It would have to be requested through the 
Governor in the first place, so the person couldn’t ask for it himself or 
herself, and obtain it. The request would have to show on its face that 
it was for a proper purpose — I speak about a specific request now for 
tax information — and I get quite a few from Governors of States, and 
I read .those letters pretty carefully to make sure — as sure as you can 
be when you simply read what is put before you, and do not investigate 
it thoroughly — that the request is an appropriate one from an appro- 
priate person and that it meets the standards of the statute. That is 
as far as I can go. 

I mentioned one case where the name was such as to elicit my 
curiosity as to whether the need was proper and the need was there. 
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I followed that case up with the Department of Justice. 

Chairman Pike. The time of the gentleman has expired. All time has 
expired. 

Miss Alpern. Mr. Chairman, may I add a comment? In imple- 
menting a Federal-State agreement, the Governor of the State in- 
volved must submit a list of names of people employed in the State 
and their official title who will be authorized to receive this informa- 
tion. That is a part of the Federal-State agreement. 

Further in the body of the Federal-State agreement the Governor 
must assure that dissemination of such information below the State 
level to officials in counties or municipalities is also in accordance with 
the provisions and controls specified for the State in the agreement. 
Now, all that is under the current agreement and these are being 
strengthened. 

Mr. Hasten. It is being strengthened? 

Miss Alpern. Yes, it is. 

Mr. Alexander. We are reviewing these agreements. Wo have 
tightened up on them materially. They are being reviewed further by 
Mr. Whitaker with a view toward tightening them up more. 

Chairman Pike. Thank you very much. 

Mr. Alexander, I think you have judged from the comments of all 
of the members of the committee that we really do appreciate your 
candor, and lack of secrecy; and I think, as much as anything, the 
fact that while you are doing your level best to meet the same prob- 
lems that we are, you do not attempt to overstate your case, as far 
as what laws and regulations can accomplish. You are still pretty 
much in the hands of human beings. You recognize that and we recog- 
nize that too. 

The committee will stand in recess until 10 o’clock tomorrow 
morning, when we will have the Director of the National Security 
Agency here in open session. 

(Whereupon, at 4:40 p.m., the committee was recessed, to reconvene 
at 10 a.m., the following day, Friday, August 8, 1975.] 




U.S. INTELLIGENCE AGENCIES AND ACTIVITIES 
Part 1: Intelligence Costs and Fiscal Procedures 


FRIDAY, AUGUST 8, 1975 

House op Representatives, 

Select Committee on Intelligence, 

Washington, D.C. 

The committee met, pursuant to recess, at 10:05 a.m., in room 
2118, Rayburn House Office Building, the Honorable Otis G. Pike 
[chairman], presiding. 

Present: Representatives Pike, Dellums, Murphy, Aspin, Hayes, 
Lehman, McClory, Johnson, and Kasten. 

Also present: A. Searle Field, staff director; Aaron B. Donner, 
general counsel; John L. Boos, counsel; Jeffrey R. Whieldon, counsel; 
Roger Carroll, Fred K. Kirschstein, and Charles Mattox, investigators. 

Chairman Pike. The committee will come to order. 

I want the members of the committee to know that prior to the 
meeting this morning I was contacted by representatives of the 
White House who advised me that the area which we are now address- 
ing involves extremely sensitive information. It is quite possible that 
we will have to go into executive session fairly early in the meeting. 

I am a little hard to convince on this item. I have done my level 
best to keep our sessions as open as possible as long as possible. We 
will start in open session. We will go in open session as long as any- 
thing useful can be accomplished thereby. 

Our witness today is Gen. Lew Allen, the director of the National 
Security Agency. We are delighted to have you here, General Allen. 
You can introduce the people who are with you, General Allen, 
and then you may proceed any way you want. 

STATEMENT OF LT. GEN. IEW ALLEN, JR., DIRECTOR, NATIONAL 

SECURITY AGENCY, ACCOMPANIED BY BENSON BUFFHAM, 

DEPUTY DIRECTOR; LEONARD M0NGE0N, DEPUTY CHIEF PRO- 
GRAM BUDGET OFFICE; ROBERT ANDREWS, SR., ADVISER TO THE 

GENERAL COUNSEL, OSD, AND ROY BANNER, GENERAL COUNSEL, 

NATIONAL SECURITY AGENCY 

General Allen. First, the people on my right, Mr. Benson Buffham, 
Deputy Director of the National Security Agency, a professional 
cryptologist who has been in the field since his service witn the Army 
in World War II. 

On my left is Mr. Andrews, who is OSD General Counsel. 

( 367 ) 
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On his left is Mr. Banner, who is the National Security Agency 
General Counsel, and on my far right is Mr. Len Mongeon, who is 
the budget officer of the National Security Agency, and is, of course, 
here with details and backup information for your particular interest 
in matters of the budget. 

Chairman Pike. In fairness to you, before we start, I think it is 
clear to you — I hope it is clear to you — and I know it is clear to the 
members of the committee that while we started by pursuing the 
budget route, we find ourselves this morning not going after the CIA 
the way most of the people in America are going, but being rather 
interested in the NSA not because of their budget, but because of 
allegations which have been made to the effect that the NSA is 
intercepting the telephone calls of American citizens. That is precisely 
why we wanted you to be here this morning, General Allen. 

Do not spend much time talking about your budget, please, but do 
tell us what you can tell us in that regard. 

Mr. McClory. Would the chairman yield? 

Chairman Pike. Of course I yield. 

Mr. McClory. I just want to add this, Mr. Chairman: That is, 
while we are interested in the subject matter that you have referred 
to, the size of the operation, the number of personnel, the amount of 
money that is expended for these activities, and in what ways, man- 
power and technological equipment and so on, I think these are all 
things of interest to us. 

Chairman Pike. Of course they are. It is by following that route 
that we got to where we are. 

Mr. McClory. Right. 

General Allen. Yes, sir. I understand your concern, and, of course, 
I have not been unaware of some of the concerns that you expressed 
over the past several days. On the other hand, I did come primarily 
in response to your letter, which asked me to particularly emphasize 
those matters of budget polls and procedures as well as proposed and 
approved budgets themselves, and so it is, of course, in that area, in 
response to your request, that I am primarily appearing. 

Chairman Pike. Why don’t you go right ahead then in open session? 
Maybe we can get a lot of things in open session. 

General Allen. All right, sir, fine. I would like to say I have pre- 
pared a statement which has been distributed, which is unclassified, 
and appropriate for open session. However, I would like to point out 
that as far as I can tell from searching the records, no director of the 
National Security Agency has ever before been required by Congress 
to testify in open session. 

I will describe some of the statutory bases and concerns which 
Congress has expressed in the past that has apparently caused them 
to take those views up until now. 

As you anticipate, it is going to bo difficult for me to full}' respond 
to many of those matters about which you have concern in open ses- 
sion. I feel it would be a disservice to both you and the American 
people if I attempted to give inaccurate or incomplete replies which 
would be inhibited by the statutory provisions on security. 

Therefore, on many of these matters it will be necessary, I would 
prefer that the entire questioning be done in closed session, but know- 
ing your strong feelings about open session, we will certainly do what 
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we can in open session, but it is true we will be severely inhibited in 
responding. 

Chairman Pike. I feel very strongly, General Allen, that if the 
telephone communications of American citizens are being intercepted 
by your agency, the American citizens have a right to know how and 
why, and the American citizens have a right to make the judgment 
as to whether they want to spend their money for that purpose. That 
gets us, by a rather roundabout route, back to the budget. Why don’t 
you go ahead with your statement? 

General Allen. All right, sir. 

Mr. Chairman, members of the committee I appreciate this oppor- 
tunity to set forth for you the missions and operations of the National 
Security Agency (NSA). I am here to assist the committee in an)’ way 
I can, and I shall be forthright and candid in providing whatever 
information is required. 

I shall review the missions of the National Security Agency, the 
authorities under which it operates, its relationships to other agencies 
and departments of government and its budget process. Certain as- 
pects ol our operations involve the most sensitive intelligence matters. 
Consequently, I will be forced to defer discussion of these matters 
until the committee convenes in closed session. To do otherwise would 
risk compromise of and possible irreparable damage to cryptologic 
sources and methods. 

MISSION 

NSA has two missions. One is that of protecting U.S. communica- 
tions from foreign intelligence exploitation — this is our communica- 
tions security (COMSEC) mission. Our other mission is to exploit 
foreign communications in order to provide information to our own 
Government — this is called our signals intelligence (SIGINT) mission. 

Our Comsec mission — that is, the enhancement of the security of 
our own communications — is a complex undertaking in our modern 
electronic world. It requires that we know and understand the threats 
to the security of our communications against which we are trying to 
protect ourselves. Thus, our two missions — Comsec and Sigint — are 
mutually enhancing, opposite sides of the same coin, so to speak. 

The Secretary of Defense is the executive agent of the Government 
for communications security. His responsibility in insuring the security 
of our communications is carried out by the Director, NSA, as the 
program manager for the national communications security program. 
This effort includes research and development on modern techniques 
of encipherment and of communicating the development of prototype 
equipments and the printing of all of our code material which is used 
by both the civilian elements of our Government such as embassies 
and consulates, and by our military forces all over the world. 

The Secretary of Defense is the executive agent of the Government 
for signal intelligence. We respond essentially to information needs 
expressed by military and civilian authorities of the Government and 
approved by the U.S. Intelligence Board. Many of our resources arc 
keyed to tasks that support combatant forces. 

Information needs are derived from two basic sources. First, 
there are the very broad intelligence objectives and priorities which 
are identified as a result of work by bodies like U.S. Intelligence 
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Board, National Security Council, and the President's Foreign 
Intelligence Advisory Board. These come to us through the U.S. 
Intelligence Board, m the form of policies which guide our overall 
resource application. One such objective, for example, is to provide 
the Nation advance warning of military attack, and we endeavor 
to collect information which will contribute to an assessment of 
that possibility. Second, there are specific information needs which 
are identified directly to us by other governmental or militaiy au- 
thorities, and which are satisfied without any reallocation of resources, 
and within the policy and approval of the USIB. An example might 
be to contribute to intelligence support to a military exercise or 
action. 

When a need for information is approved, NSA accepts it as a 
'‘requirement." A requirement might nest be defined as a statement 
of information need from an authorized source which we believe we 
are capable of satisfying within the constraints of our authorities 
and resources, and which we have, therefore, accepted as a task. 

When we receive such a statement of information need, we examine 
our ongoing operation, our authorities, and our data base, and then 
perform such processing or reporting as may be necessary to satisfy 
that need. If a requirement or statement of need cannot be satisifiea 
without some major adjustment in the collection or processing system, 
then we would seek DOD or USIB consideration or both before 
undertaking such an adjustment. 

LEGAL BASIS FOR NSA AND CRYPTOLOGIC ACTIVITIES 

Let me now turn our attention to the legal authorities relating to 
the National Security Agency. 

Our original authority is based on the President's constitutional 
authority to engage in foreign intelligence gathering operations which 
he believes necessary to the exercise of his inherent powers as Com- 
mander in Chief ami as a principal organ of the Nation in the field 
of foreign affairs. 

Prior to and during World War II, signals intelligence was con- 
ducted by the military services. In 1951, President Truman com- 
missioned a group of distinguished Americans under the chairmanship 
of Mr. George Brownell to study the issues involved in conducting 
the national signals intelligence effort and to make recommendations 
regarding how this effort should be managed. Pursuant to recom- 
mendations contained in the Brownell report, President Truman 
unified those military efforts under a single program manager; that 
management concept evolved into our present day National Security 
Agency. By Presidential memorandum, he designated the Secretary 
of Defense as the executive agent of the Government for communi- 
cations intelligence and communications security matters and directed 
him to establish the National Security Agency. 

The Secretary’s authority to create the National Security Agency 
is found in section 133(d) of title 10, United States Code. This law 
provides that the Secretary mav exercise any of his duties through 
persons or organizations of* the department of Defense. The NSA is 
the means b}' which the Secretary discharges his executive agent 
responsibilities. In 1962, a Special Subcommittee on Defense Agencies 
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of the House Armed Services Committee concluded, after examining 
the circumstances leading to the creation of defense agencies, that 
the Secretary of Defense had the legal authority to establish the 
National Security Agency. 

While the legal basis for the gathering of foreign intelligence infor- 
mation is derived from the Constitution itself, the Congress has acted 
on its own initiative to enable and facilitate the President to acquire 
foreign intelligence through signals intelligence activities. The Con- 
gress has passed a complex of statutes which recognize the legality 
of signals intelligence activities and provide for the conduct ana 
safeguarding of these activities. 

As far back as 1933, the Congress recognized the right of the 
President to intercept the communications of foreign governments 
bv prohibiting the divulging of the contents of diplomatic messages 
of foreign countries which have been successfully decoded (18 U.S.C. 
952). 

The keystone statute is 18 U.S.C. 798, enacted in 1950, which 
prohibits the unauthorized disclosure or prejudicial use of classified 
information of the Government concerning communications intelli- 
gence activities, cryptologic activities, or the results thereof. This law 
specifically authorizes the President (1) to designate agencies to engage 
in communications intelligence activities for tne United States, (2) to 
classify cryptologic documents and information, and (3) to determine 
those persons who shall be given access to sensitive cryptologic docu- 
ments and information. Further, this law defines the term “communi- 
cation intelligence” to mean all procedures and methods used in the 
interception of communications and the obtaining of information 
from such communications by other than the intended recipients. 

Public Law 86-36, enacted in 1959, provides authority to enable 
the National Security Agency, as the principal agency of the Govern- 
ment responsible for signals intelligence activities, to function without 
the disclosure of information which would endanger the accomplish- 
ment of its functions. 

[P.L. 86-36 is printed on pages 425 to 426 of the appendix.] 

Public Law 88-290, enacted in 1964, establishes a personnel security 
system and procedures governing persons employed by the National 
Security Agency or granted access to its sensitive cryptologic informa- 
tion. Public Law 88-290 also delegates authority to the Secretary of 
Defense to apply these personnel security procedures to employees 
and persons granted access to NAS's sensitive information. This law 
underscores the concern of the Congress regarding the extreme im- 
portance of our signals intelligence enterprise. Most personnel security 
programs of the Government, as you know, are based upon an Execu- 
tive order and some upon a delegation of authority by the Congress 
to the head of the Agency. In Public Law 88-290, however, the 
Congress mandated that the Secretary of Defense, and the Director, 
National Security Agency, take measures to achieve security for the' 
activities of the National Security Agency. 

In 18 U.S.C. 2511 (3) the Congress recognized the constitutional 
authority of the President to obtain by whatever means, including 
the interception of oral or wire communications, foreign intelligence 
information deemed essential to the security of the United States. In 
this same statute the Congress also recognized the constitutional 



authority of the President to protect classified information of the 
United States against foreign intelligence (including foreign com- 
munications intelligence) activities. Thus, the Congress acted in 
title 18, U.S.C. section 2511 (3) to recognize that the President’s 
constitutional powers to conduct signals intelligence and communica- 
tions security activities were not limited by the statutes prohibiting 
electronic surveillance. 

Finally, for the past 22 vears, Congress has annually appropriated 
funds for the operation of NSA. Following hearings before the Armed 
Services and Appropriations Committee of both Houses of Congress 
in which extensive briefings of NSA’s signals intelligence mission have 
been conducted the Congress has provided the funds to permit the 
National Security Agency to perform this mission. As previously 
noted, it has also clearly expressed its intent in legislation to ensure 
maximum protection against unauthorized disclosures of NSA’s 
activities. 

The President’s constitutional and statutory authorities to obtain 
foreign intelligence through signals intelligence are implemented 
through National Security Council and Director of Central Intelligence 
Directives which govern the conduct of signals intelligence activities 
by the executive branch of the Government. 

I understand that you have been provided a cony of the National 
Security Council Intelligence Directive (NSCID) .No. 6. It describes 
NSA’s authority within the executive branch to conduct the Nation’s 
Signals Intelligence operations, and, as you can see, that authority 
clearly is limited to foreign intelligence operations. 

I might also note that the concern of the Congress regarding NSA's 
activities has not been limited merely to protecting its mission. As you 
know, the National Security Agency keeps the Congress informed of 
its activities through the Subcommittees of the House and Senate 
Appropriations and Armed Services Committees. We appear before 
both the House and the Senate DefensaAppropriations Subcommittees 
to discuss and report on the U.S. signals intelligence and communica- 
tions security programs, and to justify the budgetary requirements 
associated with these programs. This testimony includes the activities 
and dollar requirements of both the National Security Agency itself 
and of the Services cryptologic components working with us on these 
missions. We do this in formal executive session, in which we forth- 
rightly discuss activities of the most sensitive nature. In considering 
the fiscal year 1976 total'cryptologic budget now before Congress, I 
appeared before the Defense Subcommittee of the House Appropria- 
tions Committee on two separate occasions for approximately seven 
hours. In addition, I provided follow-up responses to over one hundred 
questions of the subcommittee members and staff. We also appeared 
before Armed Services Subcommittees concerned, with authorizing 
research, development, test and evaluation (R.D.T. & E.), construc- 
tion and housing programs and also before the Appropriations Sub- 
committees on construction and housing. 

In addition to this testimony, congressional oversight is accom- 
plished in other ways. Staff members of these subcommittees have 
periodically visited the agency for detailed briefings on specific 
aspects of our operations. Recently we have also had members of the 
investigations staff of the House Appropriations Committee at the 
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agency for more than a year. The results of this investigation have 
been provided to that committee in a detailed report. 

Another feature of congressional review has been that since 1955, 
representatives of the General Accounting Office have been assigned 
at the agency on a permanent basis to perform on-site audits. These 
resident auditors have generally done administrative compliance 
audits and report to the Comptroller General. These audits are dis- 
tinguished from management type roviews which are done on the 
National Security Agency by resident auditors from the Office of the 
Assistant Secretary of Defense (Comptroller). In our official regula- 
tions governing the General Accounting Office, we have emphasized 
that the sensitivity of a particular activit}' should not be an obstacle 
to properly cleared auditors in their review of any activity affecting 
their assessment of the agency’s efficiency. While two General 
Accounting Office personnel are generally in residence, a number of 
other General Accounting Office individuals have been given clear- 
ances in preparation for undertaking substantive reviews in selected 
areas. I understand that Comptroller General Staats has recently 
commented favorably on our cooperation with his office. 

Since 1960, the Congress has conducted no less than 11 different 
major inquiries into various aspects of NSA activities or into activities 
in which NSA was a participant. These have included: 

1. Security Practices in tne National Security Agency — Defection 
of Bernon F. Mitchell and William H. Martin. House Committee 
on Un-American Activities. June 1960. 

2. Defection of Bernon F. Mitchell and William II. Martin. House 
Committee on Armed Services. June 1960. 

3. Security Practices in the NSA. House Committee on Un-American 
Activities. July 1961-June 1962. 

4. Investigation of Defense Agencies by Special Subcommittee on 
Defense Agencies of the House Armed Services Committee. July- 
August 1962. 

5. Investigation of the Administration of Internal Security Act 
and Other Internal Security Laws by the Senate Committee on the 
Judiciary. November 1963. 

6. Use of Polygraphs as Lie Detectors by the Federal Government. 
House Subcommittee on Foreign Operations and Government 
Information. August 1964. 

7. Gulf of Tonkin — the 1964 Incident. Senate Committee on 
Foreign Relations. February 1968. 

8. Special House Armed Services Subcommittee on National Se- 
curity Implications Arising from the Loss of the U.S.S. Pueblo and 
the Navy EC 121 Aircraft. July-August 1969. 

^ 9. Senate Foreign Relations Subcommittee on U.S. Security 
Agreements and Commitments Abroad. 1970-71. 

10. House Armed Services Special Subcommittee on Defense 
Communications. September 1970-1971. 

11. House Appropriations Committee Investigation Team. March 
i975. 

As you know, there are also a number of congressional reviews 
ongoing at this time. 

The executive branch also maintains close supervision over the 
activities of the National Security Agency. Five major investigations 
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of signals intelligence have been conducted by the executive branch. 
These include: 

1. George A. Brownell Committee 1951-52. Recommended or- 
ganization of the National Security Agency. 

2. Hoover Commission Task Force on Intelligence Activities — 1955. 
Survey of Central Intelligence Agency and other foreign intelligence 
activities. 

3. Defense Ad Hoc Committee to inquire into the Use of the Poly- 

f raph in the Selection of Military Personnel for Conversion to Civilian 
Positions at the National Security Agencv — 1963. 

4. Special Study Group on the U.S. Signals Intelligence (Sigint) 
Effort, 1967 — Eaton Committee — Executive Committee. 

5. Blue Ribbon Defense Panel — July 1, 1970. Study of the organiza- 
tion, structure and operations of the Department of Defense, and, of 
course, there are recent investigations. 

The Secretary of Defense is the executive agent for the Government 
for all NSA activities. As an agency functioning within the framework 
of the Department of Defense, we are fully responsive to applicable 
directives of that Department, work with the Assistant Secretary of 
Defense (Intelligence) in developing our programs, and submit our 

f programs and budgets for departmental review. As a member of the 
ntelligence Community, we adhere to the intelligence policies and 
priorities established by the Director, Central Intelligence, are re- 
sponsive to his direction; participate in -the activities of the United 
States Intelligence Board and provide our program recommendations 
for his consideration and inclusion in his National Foreign Intelligence 
program. 

Other organizations of the executive branch concerned with the 
review of tne National Security Agency programs and the provision 
of direction or guidance to me as program manager for signals intelli- 
gence and communications security include: 

President’s Foreign Intelligence Advisory Board. 

The DCI Intelligence Resources Advisory Committee. 

The U.S. Communications Security Board. 

The Office of Management and Budget. 

The Assistant Secretary of Defense (Intelligence) testimony on 
Tuesday covered the basic program and budget procedure used in 
the Department of Defense, ana the respective roles of the Office of 
Management and Budget and Intelligence Community staff of the 
Director, Central Intelligence in this process. He indicated that as 
Director, National Security Agency, I am the program manager for 
the signals intelligence (SIGINT) and communications security 
(COMESEC) efforts of the U.S. Government. In this capacity, I am 
responsible for developing a consolidated program involving my 
agency and other Defense components engaged in both missions. 
These program plans are developed and reviewed during the spring 
of the year based on objectives and priorities set forth by the Director 
of Central Intelligence and the Secretary of Defense and within 
fiscal constraints established by the latter. The recommended pro- 

f ram for signals intelligence is then reviewed for the Secretary of 
)efense by the Assistant Secretary of Defense (Intelligence) in the 
early summer. My recommended communications security program 
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is reviewed by the Defense Director of Telecommunications and 
Control and Command Systems. 

This program, when approved by the Secretary of Defense, is the . 
basis against which detailed budget estimates are developed and sub- 
submitted in the fall to the Assistant Secretary of Defense (Comp- 
troller) and the Office of Management and Budget. NSA and each 
military department include the funds required for its part of the 
program in their own request for appropriations. The budget for the 
National Security Agency is carried in the appropriations of the 
Defense agencies. The pay for the military personnel assigned to the 
National Security Agency are budgeted by the parent department. 

These budget requests are reviewed in detail by the Assistant Secre- 
tary of Defense (Comptroller) and the Office of Management and 
Budget. Mr. Colby’s Intelligence Community Staff and the staff of the 
Assistant Secretary of Defense (Intelligence) participate in the re- 
view of Intelligence budget estimates. The Staff of the Director of 
Telecommunications and Command and Control Systems is included 
in the review of the Communications Security budget. Based on these 
reviews, the approved budget requests for signals intelligence and com- 
munications security are included within the Department and Agency 
budgets for submission to Congress as part of tne President’s overall 
Federal Budget. 

Thus, our activities now and throughout our existence have had the 
most thorough and detailed scrutiny of the DCI, the DOD, and the 
Congress. The participation of both the legislative and executive 
branches of the Government in the activities of NSA has been most 
active and most vigorous. 

In the closed session I will address theintelligence requirements 
which are levied on NSA, and which generally are answerable without 
in any way adjusting out collection activities. I will attempt to explain 
NSA’s role with respect to international communications, describe how 
the operation is conducted, the manner in which NSA responds to a 
requirement, and the disposition of requests made by other Govern- 
ment agencies for information that might be generated by those 
operations. 

I hope this statement has been helpful to this committee in under- 
standing the nature of NSA’s operations. I would like to emphasize 
that the signals intelligence ana communications security activities 
of our Government are uniquely vulnerable to compromise, and that the 
effects of unauthorized or unwise revelations concerning those opera- 
tions are often very far reaching and prejudicial to our national inter- 
ests. In May 1974, Mr. McGeorge Bundy in his testimony before the 
Senate Subcommittee on Government Operations identified the inter- 
cept of electronic transmissions as one of six activities which he be- 
lieved constituted “real secrets.’’ I agree with that assessment. Even 
small compromises in our interrelated protective and intelligence 
mechanisms make it possible for foreign governments to institute 
countermeasures that can dramatically reduce our effectiveness. Such 
countermeasures could bring to naught our communication security 
efforts, or deny access to information sorely needed for national secu- 
rity purposes. Indeed, this already has happened in several cases when 
unfortunate and unauthorized disclosures have been made with 
damaging effect. 

That concludes my prepared statement. I would be pleased to try 
to answer any questions the committee may wish to put to me. 



- Chairman Pike. Thank you very much, General Allen. I think 
one of the problems that the intelligence agencies have is when you 1 
say that your operation is one of six real secrets. I would incline to- 
agree with you, if it were not for the fact that so much of what is 
happening in America is classified as Top Secret. We just drown in 
things labeled National Security and Top Secret. 

How many different agencies of the Government are authorized 
sources for requiring the use of your system? 

General Allen. Our requirements do need to come through the 
United States Intelligence Board, and the Director of Central Intel- 
ligence, as the chairman of that board, has several other agencies of 
government as advisory to him. 

Chairman Pike. How may different agencies of government can 
use your collection system? 

General Allen. I don't know the answer in terms of numbers, 
but it’s essentially all agencies of government who have an established 
need and who have established appropriate security procedures to 
receive it. 

Chairman JPike. Does your system intercept the telephone calls 
of American citizens? 

General Allen. I would believe that I can give a satisfactory 
answer to that question which will relieve the committee’s concern 
on that matter in closed session. 

Mr. McClory. Will the chairman yield? 

Chairman Pike. Yes, I yield. 

Mr. McClory. Mr. Chairman, here you have asked about three 
or four questions now. We get into the area where it seems that we 
are going to get the information only in closed session. I have several 
questions. I am sure that the General will be unable to answer them. 

I think it would be much more productive to our hearing, we would 
get much more information if we could proceed in a more direct way, 
if we resolve ourselves now into executive session, and I so move.— 

Chairman Pike. I would like to be heard a little bit on the motion 
before we vote on it. Are you telling us, General Allen, that you 
can't even tell us in open session yes or mo, whether the National 
Security Agency intercepts the telephone conversations of American 
citizens in America? 

General Allen. Sir, I believe that a discussion of our operations 
is properly held in closed session, and that in closed session I can 
describe to you the methods of operation and the protection of the 
fundamental rights of American citizens which are afforded, and that 
to give you a “yes” or “no” answer or to attempt to describe that 
in open session would be a disservice to the — - — . 

Chairman Pike. General Allen, recently — in fact two months ago, 
June of this year — there was a decision bv the U.S. Court of Appeals 
for the Distnct of Columbia Circuit which said that even for national 
security purposes wiretaps would not be permitted without a court 
order. Do you feel your operation to be somehow exempt from that 
decision? 

(The case referred to is Zweibon v. Mitchell, 363 F. Supp. 936 (1975).} 

General Allen. Mr. Banner, my General Counsel. 

Mr. Banner. Are you referring to what decision, sir? 

Chairman Pike. Sweibon versus Mitchell. 
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Mr. Banner. That case holds in essence that before the United 
States can conduct an interception 

Chairman Pike. I know what the case holds. I have it here. 

Mr. Banner. The answer to your question, sir, is that we believe 
that holding does not have any effect upon the conduct of our opera- 
tions solely for foreign intelligence purposes. 

Chairman Pike. But does it have any bearing on American citizens 
making phone calls from America? 

Mr. Banner. Yes, the case does where the call, communication, is a 
domestic communication. 

Chairman Pike. Where it is a domestic communication? 

Mr. Banner. Yes. 

Chairman Pike. Would it affect an American citizen making a phone 
call overseas? 

Mr. Banner. No, sir, it would not in my judgment. 

Chairman Pike. In other words, you thank that although wiretaps 
are prohibited by that law, intercepting telephone calls by American 
citizens heading overseas is not prohibited by that decision? 

Mr. Banner. That’s correct, sir. 

Chairman Pike. Did the President of the United States say to the 
Justice Department that they would abide by that decision? 

Mr. Banner. Yes, sir. 

Chairman Pike. And are you telling us that the President of the 
United States somehow advised the NSA that it need not abide by 
that decision? 

Mr. Banner. Our view is, Mr. Chairman, that that decision does 
not affect the communications intelligence operations which are 
exclusively for foreign intelligence purposes, of foreign communica- 
tions. 

Chairman Pike. The President as far as was reported in the news- 
paper said that even if foreign affairs or national security matters are 
involved, the Department of Justice was to abide by that Federal 
Court ruling. You are saying that although the Department of Justice 
must do that, the National Security Agency need not. Is that your 
position? 

Mr. Banner. No, that is not, Mr. Chairman. I am saying that the 
decision relates solely to the internal communications inside the 
United States, and the holding of the case is that before the United 
States can intercept the communications, internal communications, 
that it must establish a connection with a foreign power. The activities 
of the National Security Agency are to obtain foreign intelligence 
information only, and they are involved with foreign communications 
only, not internal communications. 

Chairman Pike. Is the committee ready to vote on Mr. McClory’s 
motion? 

The clerk will call the roll. 

The Clerk. Mr. Dellums. 

Mr. Dellums. No. 

The Clerk. Mr. Murphy. 

Mr. Murphy. Aye. 

The Clerk. Mr. Aspin. 

Mr. Aspin. Aye. 

The Clerk. ^lr. Hayes. 


Mr. Hayes. Aye. 

The Clerk. Mr. Lehman. 

Mr. Lehman. No. 

The Clerk. Mr. McClory. 

Mr. McClory. Aye. 

The Clerk. Mr. Kasten. 

Mr. Kasten. Aye. 

The Clerk. Mr. Johnson. 

Mr. Johnson. No. 

The Clerk. Mr. Pike. 

Chairman Pike. Aye. 

By a vote of 6 to 3, the committee will resolve itself into executive. 
The room will be cleared and swept and whatever else is necessary 
to satisfy the witnesses. 

[Whereupon, at 10:45 a.m., the committee proceeded into executive 
session.] 
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CENTRAL INTELLIGENCE AGENCY 
Washington.D.C. 20505 


B 8 OCT 1975 





Mr, A. Searle Field 
Staff Director 

Select Committee on Intelligence 
United States House of Representatives 
Washington, D. C. 20515 

Dear Mr. Field: 

Enclosed are a number of unclassified charts and 
diagrams responding to the request Congressman Milford 
made to Mr. Colby for additional materials concerning the 
U, S. foreign intelligence community for his use as a member 
of the House Select Committee on Intelligence. 

The enclosure includes: 

TAB A. National Intelligence , a chart showing 
the organizations involved in decisions concerning 
policy, programs and resources. 

TAB B. National Intelligence Community Structure, 
a chart indicating the organizations involved, with indication 
as to those over which the Director of Central Intelligence 
has directive authority and those to which he provides 
recommendations, guidance and advice. 

TAB C. National Foreign Intelligence Community 
Structure, a chart which includes indication as to the 
composition of the United States Intelligence Board and the 
Intelligence Resources Advisory Committee. 

TAB D, Foreign Intelligence Community Structure. 
a chart which indicates the elements involved with policy, 
evaluation, requirements and estimates, resources, and 
implementation. 


qVUT'Ov 








TAB E. National Intelligence Officers, 

TAB F. Intelligence Community Staff Organization, 
TAB G. Intelligence Community Staff Functions. 
TAB H. Central Intelligence Agency. 

TAB I, CIA Functions. 

TAB J. Defense Intelligence Community, 

Sincerely, 

( jlck E. Thomas 
Majo^General, USAF (Ret* ) 

Chief, Coordination Staff, ICS 


Enclosures: 
As stated 
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Appendix II.— Relevant statutes and related materials. 
Part A.— National Security Act of 1947, as amended. 

NATIONAL SECURITY ACT OF 1947, 
as amended 

(61 Stat. 495, P.L. 80-253, July 26, 1947;* 

63 Stat. 578, P.L. 81-216, August 10, 1949; 

65 Stat. 373, P.L. 82-165, October 10, 1951; 

67 Stat 19, P.L. 83-15, April 4. 1953; 

68 Stat. 1226, P.L. 83-779, September 3, 1954; 

70A Stat. 679, P.L. 84-1028, August 10, 1956; 

78 Stat. 484, P.L. 88-448, August 10, 1664) 


TITLE 1— COORDINATION FOR NATIONAL SECURITY 
NATIONAL SECURITY COUNCIL 


Section 101. (a) There is established a council to be known as the 
National Security Council 8 (hereinafter in this section referred 
to as the "Council”). 

The President of the United States shall preside over meetings 
of the Council: Provided, That in his absence he may designate a 
member of the Council to preside in his place. 

The function of the Council shall be to advise the President 
with respect to the integration of domestic, foreign, and military 
policies relating to the national security so as to enable the mili- 
tary services and the other departments and agencies of the Gov- 
ernment to cooperate more effectively in matters involving the 
national security. 

The Council shall be composed of — 3 


(1) the President; 

(2) the Vice President; 4 

(3) the Secretary of State; 

(4) the Secretary of Defense; 

(5) the Director for Mutual Security [now abolished]; 5 

(6) the Chairman of the National Security Resources Board 

[now the Director of the Office of Emergency Pre- 
paredness]; 6 and 


— • ( 7 ) the Secretaries and Under Secretaries of other executive 

departments and of the military departments, 7 the chair- 
man of the Munitions Board [now abolished]; 8 and the 


so 

U.S.C.A. 

402(a) 
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Chairman of the Research and Development Board 
[now abolished], 9 when appointed by the President by 
and with the advice and consent of the Senate, to serve 
at his pleasure. 10 

CENTRAL INTELLIGENCE AGENCY 

Sec. 102. (a) There is established under the National Security 
Council a Central Intelligence Agency with a Director of Central In- 
telligence 11 who shall be the head thereof, and with a Deputy Direc- 
tor of Central Intelligence 12 who shall act for, and exercise the 
powers of, the Director during his absence or disability. The Direc- 
tor 18 and the Deputy Director 14 shall be appointed by the President, 
by and with the advice and consent of the Senate, from among the 
commissioned officers of the armed services, whether in an active or 
retired status, or from among individuals in civilian life: Provided, 
however. That at no time shall the two positions of the Director 
and Deputy Director be occupied simultaneously by commissioned 
officers of the armed services, whether in an active or retired 
status. 15 

(b)(1) If a commissioned officer of the armed services is ap- 
pointed as Director, or Deputy Director, then — 

(A) in the performance of his duties as Director, or Deputy 
Director, he shall be subject to no supervision, control, restriction, 
or prohibition (military or otherwise) other than would be opera- 
tive with respect to him if he were a civilian in no way connected 
with the Department of the Army, the Department of the Navy, 
the Department of the Air Force, or the armed services or any 
component thereof; and 

(B) he shall not possess or exercise any supervision, control, 
powers, or functions (other than such as he possesses, or is au- 
thorized or directed to exercise, as Director, or Deputy Director) 
with respect to the armed services or any component thereof, the 
Department of the Army, the Department of the Navy, or the 
Department of the Air Force, or any branch, bureau, unit, or divi- 
sion thereof, or with respect to any of the personnel (military or 
civilian) of any of the foregoing. 

(2) Except as provided in paragraph (1) of this subsection, the 
appointment to the office of Director, or Deputy Director, of a 
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commissioned officer of the armed services, and his acceptance of 
and service in such office, shall in no way affect any status, office, 
rank, or grade he may occupy or hold in the armed services, or any 
emolument, perquisite, right, privilege, or benefit incident to or 
arising out of any such status, office, rank, or grade. Any such 
commissioned officer shall, while serving in the office of Director, 
or Deputy Director, continue to hold rank and grade not lower 
than that in which serving at the time of his appointment and to 
receive the military pay and allowances (active or retired, as the 
case may be, including personal money allowance) payable to a 
commissioned officer of his grade and length of service for which 
the appropriate department shall be reimbursed from any funds 
available to defray the expenses of the Central Intelligence Agency. 
He also shall be paid by the Central Intelligence Agency from 
such funds an annual compensation at a rate equal to the amount 
by which the compensation established for such position exceeds 
the amount of his annual military pay and allowances. 10 

(3) The rank or grade of any such commissioned officer shall, 
during the period in which such commissioned officer occupies the 
office of Director of Central Intelligence, or Deputy Director of 
Central Intelligence, be in addition to the numbers and percentages 
otherwise authorized and appropriated for the armed service of 
which he is a member. 17 

. (c) Notwithstanding the provisions of section 652 [now 7501] 
of Title 5, 18 or the provisions of any other law, the Director of 
Central Intelligence may, in his discretion, terminate the employ- 
ment of any officer or employee of the Agency whenever he shall 
deem such termination necessary or advisable in the interests of 
the United States, 10 but such termination shall not affect the right 
of such officer or employee to seek or accept employment in any 
other department or agency of the Government if declared eligible 
for such employment by the United States Civil Service Commis- 
sion. 

(d) For the purpose of coordinating the intelligence activities 
of the several Government departments and agencies in the interest 
of national security, it shall be the duty of the Agency, under 
the direction of the National Security Council — 20 
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(1) to advise the National Security Council in matters con- 
cerning such intelligence activities of the Government departments 
and agencies as relate to national security; 

(2) to make recommendations to the National Security Council 
for the coordination of such intelligence activities of the depart- 
ments and agencies of the Government as relate to the national 
security; 

(3) to correlate and evaluate intelligence relating to the na- 
tional security, and provide for the appropriate dissemination of 
such intelligence within the Government using where appropriate 
existing agencies and facilities: Provided , That the Agency shall 
have no police, subpoena, law-enforcement powers, or internal- 
security functions: Provided further. That the departments and 
other agencies of the Government shall continue to collect, evaluate, 
oorrelate, and disseminate departmental intelligence: And provided 
further. That the Director of Central Intelligence shall be respon- 
sible for protecting intelligence sources and methods from unau- 
thorized disclosure; 21 

(4) to perform, for the benefit of the existing intelligence agen- 
cies, such additional services of common concern as the National 
Security Council determines can be more efficiently accomplished 
centrally; 

(5) to perform such other functions and duties related to in- 
telligence affecting the national security as the National Security 
Council may from time to time direct. 

(e) To the extent recommended by the National Security Coun- 
cil and approved by the President, such intelligence of the de- 
partments and agencies of the Government, except as hereinafter 
provided, relating to the national security shall be open to the _ 
inspection of the Director of Central Intelligence, and such in- 
telligence as relates to the national security and is possessed by 
such departments and other agencies of the Government, except 
as hereinafter provided, shall be made available to the Director 
of Central Intelligence for correlation, evaluation, and dissemi- 
nation: Provided, however. That upon the written request of the 
Director of Central Intelligence, the Director of the Federal Bureau 
of Investigation shall make available to the Director of Central 
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Intelligence such information for correlation, evaluation, and dis- 
semination as may be essential to the national security. 

(f) Effective when the Director first appointed under sub- 
section (a) of this section hay taken office — 

(1) the National Intelligence Authority (II Fed. Reg. 1337, 
1339, February 5, 1940) 23 shall cease to exist; and 

(2) the personnel, property, and records of the Central Intelli- 
gence Group are transferred to the Central Intelligence Agency, 
and such Group shall cease to exist. 22A Any unexpended balances of 
appropriations, allocations, or other funds available or authorized 
to be made available for such Group shall be available and 
shall be authorized to be made available in like manner for 
expenditure by the Agency. 28 

TITLE III— MISCELLANEOUS 
ADVISORY COMMITTEES AND PERSONNEL 

Sec. 303. (a) The Secretary of Defense, 24 the Director of the 
Office of Defense Mobilization [now abolished], 25 the Direc- 
tor of Central Intelligence, and the National Security Council, 
acting through its Executive Secretary 26 are authorized to appoint 
such advisory committees and to employ, consistent with other 
provisions of sections I71-171n, 172-172j, 181-1, 182-1, 411a, 411b, 
and 626-626d of Title 5, 27 and sections 401-403, 404, and 405 of this 
title, 28 such part-time advisory personnel 29 as they may deem 
necessary in carrying out their respective functions and the func- 
tions of agencies under their control. Persons holding other offices 
or positions under the United States for which they receive com- 
pensation, while serving as members of such committees, shall 
receive no additional compensation for such service. Other members 
of such committees and other part-time advisory personnel so em- 
ployed may serve without compensation or may receive compen- 
sation at a rate not to exceed $50 30 for each day of service, as 
determined by the appointing authority. 

(b) Service of an individual as a member of any such advisory 
committee, or in any other part-time capacity for a department 
or agency hereunder, shall not be considered as service bringing 
such individual within the provisions of sections 281 [now 203], 
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283 [now 205], or 284 [now 207] of Title 18, 81 unless the act of 
such individual, which by such section is made unlawful when 
performed by an individual referred to in such section, is with 
respect to any particular matter which directly involves a de- 
partment or agency which such person is advising or in which such 
department or agency is directly interested. 

EFFECTIVE DATE 

Sec. 310. (a) The first sentence of section 202(a) and sec- 
tions 1, 2, 307, 308, 309, and 310 shall take effect immediately 
upon the enactment of this Act. 

(b) Except as provided in subsection (a), the provisions of 
this Act shall take effect on whichever of the following days is 
the earlier: The day after the day upon which the Secretary of 
Defense first appointed takes office, or the sixtieth day after the 
date of the enactment of this Act. 32 


September 1970 


409 


Part B.— Central Intelligence Act of 1949, as amended. 

CENTRAL INTELLIGENCE AGENCY ACT OF 1949, 
as amended 

(63 Stat. 208, P.L. 81-110, June 20, 1949; 1 
^ ' 64 Stat. 450, P.L. 81-697, August 16, 1950; 

W* 65 Stat. 89, P.L. 82-53, June 26, 1951; 

68 Stat. 1105, P.L. 83-763, September 1, 1954; 

72 Stat. 327, P.L. 85-507, July 7, 1958; 

74 Stat. 792, P.L. 86-707, September 6, 1960; 

78 Stat. 484, P.L. 88-448, August 19, 1964) 

j AN ACT 

To provide for tlie administration of the Central Intelligence Agency, 
established pursuant to section 102, National Security Act of 1947, and for 
other purposes. 

Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, 

DEFINITIONS 

Section 1. When used in sections 403b-403j of this tide, 2 the 
term — 

(a) "Agency” means the Central Intelligence Agency; 

(b) “Director” means the Director of Central Intelligence; 

(c) “Government agency” means any executive department, com- 
mission, council, independent establishment, corporation wholly u-sc-a. 
or partly owned by the United States which is an instrumentality of 403v 
the United States, board, bureau, division, service, office, officer, 
authority, administration, or other establishment, in the executive 
branch of the Government. 8 

SEAL OF OFFICE 

Sec. 2. The Director of Central Intelligence shall cause a 
seal of office to be made for the Central Intelligence Agency, of u.s^-a. 
such design as the President shall approve, 4 and judicial notice 403t> ‘ 
«>*■ shall be taken thereof. 

PROCUREMENT AUTHORITIES 

Sec. 3. (a) In the performance of its functions the Central 
Intelligence Agency is authorized to exercise the authorities con- 
tained in sections [2(c)(1), (2), (3), (4), (5), (6), (10), (12), D8 ^ Ai 
(15), (17), 6 and sections 3, 4, 5, 6, and 10® of the Armed Services 403c - 
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Procurement Act of 1947 (Public Law 413, Eightieth Congress, 
second session)]. 7 

(b) In the exercise of the authorities granted in subsection (a) 
of this section, the term “Agency head” shall mean the Director, 
the Deputy Director, or the Executive of the Agency. 8 

(c) The determinations and decisions provided in subsection 
(a) of this section to be made by the Agency head may be made 
with respect to individual purchases and contracts or with respect 
to classes of purchases or contracts, and shall be final. Except as 
provided in subsection (d) of this section, the Agency head is 
authorized to delegate his powers provided in this section, in- 
cluding the making of such determinations and decisions, in his 
discretion and subject to his direction, to any other officer or 
officers or officials of the Agency. 9 

(d) The power of the Agency head to make the determinations or 
decisions specified in [paragraphs (12) and (15) of section 2 (c) and 
section 5 (a) of the Armed Services Procurement Act of 1947] 10 shall 
not be delegable. Each determination or decision required by [para- 
graphs (12) and (15) of section 2 (c), by section 4 or by section 5 (a) 
of the Armed Services Procurement Act of 1947] , 11 shall be based 
upon written findings made by the official making such determina- 
tions, which findings shall be final and shall be available within 
the Agency for a period of at least six years following the date of 
the determination. 

TRAVEL, ALLOWANCES, AND RELATED EXPENSES 

w Sec. 4. 12 Under such regulations as the Director may prescribe, 
U 403 *‘ A ' Agency, with respect 4o its officers and employees assigned to 
duty stations 13 outside the several states of the United States of 
America, excluding Alaska and Hawaii, but including the District of 
Columbia, 14 shall — _ 

(1) (A) pay the travel 15 expenses of officers and employees of 
the Agency, including expenses incurred while traveling pursuant 
to authorized 18 home leave; 

(B) pay the travel expenses of members of the family of an officer 
or employee of the Agency when proceeding to or returning from 
his post of duty; accompanying him on authorized home leave; or 
otherwise traveling in accordance with authority granted pursuant 
to the terms of sections 403a-403j 17 of this title or any other Act; 

(C) pay the cost of transporting the furniture and household and 
personal effects of an officer or employee of the Agency to his suc- 
cessive posts of duty and, on the termination of his services, to his 
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residence at time of appointment or to a point not more distant, or, 
upon retirement, to the place^ where he will reside; 

(D) pay the cost of packing and unpacking, transporting to and 
from a place of storage, and storing the furniture and household 
and personal effects 13 of an officer or employee of the Agency, 
when he is absent from his post of assignment under orders, or 
when he is assigned to a post to which he cannot take or at which 
he is unable to use such furniture and household and personal 
effects, or when it is in the public interest or more economical to 
authorize storage; but in no instance shall the weight or volume of 
the effects stored together with the weight or volume of the effects 
transported exceed the maximum limitations fixed by regulations, 1 ® 
when not otherwise fixed by law; 20 

(E) pay the cost of packing and unpacking, transporting to and 
from a place of storage, and storing the furniture and household 
and personal effects of an officer or employee of the Agency in 
connection with assignment or transfer to a new post, from the date 
of his departure from his last post or from the date of his departure 
from his place of residence in the case of a new officer or employee 
and for not to exceed three months after arrival at the new post, 
or until the establishment of residence quarters, whichever shall be 
shorter; and in connection with separation of an officer or employee 
of the Agency, the cost of packing and unpacking, transporting to 
and from a place of storage, and storing for a period not to exceed 
three months, his furniture and household and personal effects; but 
in no instance shall the weight or volume of the effects stored to- 
gether with the weight or volume of the effects transported ex- 
ceed the maximum limitations fixed by regulations, 21 when not 
otherwise fixed by law; 22 

(F) pay the travel expenses and transportation costs incident to 
the removal of the members of the family of an officer or employee 
of the Agency and his furniture and household and personal effects, 
including automobiles, from a post at which, because of the prev- 
alence of disturbed conditions, there is imminent danger to life and 
property, and the return of such persons, furniture, and effects to 
such post upon the cessation of such conditions; or to such other 
post as may in the meantime have become the post to which such 
officer or employee has been assigned. 

(2) Charge expenses in connection with travel of personnel, their 
dependents, and transportation of their household goods and per- 
sonal effects, involving a change of permanent station, to the ap- 
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propriation for the fiscal year current when any part of either the 
travel or transportation pertaining to the transfer begins pursuant 
to previously issued travel and transfer orders, notwithstanding the 
fact that such travel or transportation may not all be effected during 
such fiscal year, or the travel and transfer orders may have been 
issued during the prior fiscal year. 

(3) (A) Order to any of the several States of the United States of 
America (including the District of Columbia, the Commonwealth of 
Puerto Rico, and any territory or possession of the United States) 
on leave of absence each officer or employee of the Agency who 
was a resident of the United States (as described above) at time of 
employment, upon completion of two years’ continuous service 
abroad, or as soon as possible thereafter. 23 

(B) While in the United States (as described in paragraph (3) 
(A) of this section) on leave, the service of any officer or employee 
shall be available for work or duties in the Agency or elsewhere as 
the Director may prescribe; and the time of such work or duty 
shall not be counted as leave. 24 

(C) Where an officer or employee on leave returns to the United 
States (as described in paragraph (3) (A) of this section), leave of 
absence granted shall be exclusive of the time actually and neces- 
sarily occupied in going to and from the United States (as so 
described) and such time as may be necessarily occupied in awaiting 
transportation. 2 * 

(4) Notwithstanding the provisions of any other law, transport 
for or on behalf of an officer or employee of the Agency, a privately 
owned motor vehicle in any case in which it shall be determined 
that water, rail, or air transportation of the motor vehicle is neces- 
sary or expedient for all or any part of the distance between points 
of origin and destination, and pay the costs of such transportation. 
Not more than one motor vehicle of any officer or employee of the 
Agency may be transported under authority of this paragraph during 
any four-year period, except that, as a replacement for such motor 
vehicle, one additional motor vehicle of any such officer or em- 
ployee may be so transported during such period upon approval, 
in advance, by the Director and upon a determination, in advance, 
by the Director that such replacement is necessary for reasons 
beyond the control of the officer or employee and is in the interest 
of the Government. After the expiration of a period of four years 
following the date of transportation under authority of this para- 
graph of a privately owned motor vehicle of any officer or employee 
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who has remained in continuous service outside the several States 
of the United States of America, excluding Alaska and Hawaii, but 
including the District of Columbia, during such period, the trans- 
portation of a replacement for such motor vehicle for such officer 
or employee may be authorized by the Director in accordance with 
this paragraph. 28 

(5) (A) In the event of illness or injury requiring the hospitaliza- 
tion of an officer or full time employee of the Agency, not the result 
of vicious habits, intemperance, or misconduct on his part, incurred 
while on assignment abroad, in a locality where there does not exist 
a suitable hospital or clinic, pay the travel expenses of such officer 
or employee by whatever means he shall deem appropriate and 
without regard to the Standardized Government Travel Regulations 
and section 73b [now section 5731 (a)] of Title 5, 27 to the nearest 
locality where a suitable hospital or clinic exists and on his recovery 
pay for the travel expenses of his return to his post of duty. If the 
officer or employee is too ill to travel unattended, the Director may 
also pay the travel expenses of an attendant; 

(B) Establish a first-aid station and provide for the services of a 
nurse at a post at which, in his opinion, sufficient personnel is em- 
ployed to warrant such a station: Provided, That, in his opinion, it 
is not feasible to utilize an existing facility; 

(C) In the event of illness or injury requiring hospitalization of 
an officer or full time employee of the Agency, not the result of 
vicious habits, intemperance, or misconduct on his part, incurred 
in the line of duty while such person is assigned abroad, pay for 
the cost of the treatment of such illness or injury at a suitable 
hospital or clinic; 

(D) Provide for the periodic physical examination of officers and 
employees of the Agency and for the cost of administering inocula- 
tions or vaccinations to such officers or employees. 

(6) Pay the costs of preparing and transporting the remains of an 
officer or employee of the Agency or a member of his family who 
may die while in travel status or abroad, to his home or official 
station, or to such other place as the Director may determine to be 
the appropriate place of interment, provided that in no case shall 
the expense payable be greater than the amount which would have 
been payable had the destination been the home or official station. 

(7) Pay the costs of travel of new appointees and their depend- 
ents, and the transportation of their household goods and personal 
effects, from places of actual residence in foreign countries at time 
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of appointment to places of employment and return to their actual 
residences at the time of appointment or a point not more distant: 
Provided, That such appointees agree in writing to remain with the 
United States Government for a period of not less than twelve 
months from the time of appointment. 

Violation of such agreement for personal convenience of an em- 
ployee or because of separation for misconduct will bar such return 
payments and, if determined by the Director or his designee to be 
in the best interests of the United States, any money expended by 
the United States on account of such travel and transportation shall 
be considered as a debt due by the individual concerned to the 
United States. 28 

GENERAL AUTHORITIES 

[•iiEC. 5. In the performance of its functions, the Central Intelli- 
gence Agency is authorized to 29 — 

(a) Transfer to and receive from other Government agencies such 
sums as may be approved by the Bureau of the Budget, 30 for the 
performance of any of the functions or activities authorized under 
sections 403 and 405 of this title, 31 and any other Government 
agency is authorized to transfer to or receive from the Agency such 
sums without regard to any provisions of law limiting or prohibiting 
transfers between appropriations. Sums transferred to the Agency in 
accordance with this paragraph may be expended for the purposes 
and under the authority of sections 403a-403j of this title 32 without 
regard to limitations of appropriations from which transferred; 

(b) Exchange funds without regard to section 543 of Title 31; 33 

(c) Reimburse other Government agencies for services of per- 
sonnel assigned to the Agency, and such other Government agencies 
are authorized, without regard to provisions of law to the 
contrary, so to assign or detail any officer or employee for duty 
with the Agency; 

(d) Authorize couriers and guards designated by the Director to 
carry firearms when engaged in transportation of confidential docu- 
ments and materials affecting the national defense and security; 

(e) Make alterations, improvements, and repairs on premises 
rented by the Agency, and pay rent therefor without regard to 
limitations on expenditures contained in the Act of June 30, 1932, 
as amended: 34 Provided, That in each case the Director shall certify 
that exception from such limitations is necessary to the successful 


so 
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performance of the Agency’s functions or to the security of its 
activities. 86 

s 50 A Sec. 6. In the interests of the security of the foreign intelli- 

<03k. gence activities of the United States and in order further to 
implement the proviso of section 403(d)(3) of this title 39 that the 
Director of Central Intelligence shall be responsible for protecting 
intelligence sources and methods from unauthorized disclosure, the 
Agency shall be exempted from the provisions of section 654 of 
Title 5, 3T and the provisions of any other law which require the 
publication or disclosure of the organization, functions, names, 
official titles, salaries, or numbers of personnel employed by the 
Agency: Provided, That in furtherance of this section, the Director 
of the Bureau of the Budget shall make no reports to the Congress 
in connection with the Agency under section 947(b) of Title 5. 38 

s 5 o A Sec. 7. Whenever the Director, the Attorney General, and 

ioih. ' the Commissioner of Immigration shall determine that the entry 
of a particular alien into the United States for permanent residence 
is in the interest of national security or essential to the furtherance 
of the national intelligence mission, such alien and his immediate 
family shall be given entry into the United States for permanent 
residence without regard to their inadmissibility under the immi- 
gration or any other laws and regulations, 39 or to the failure to 
comply with such laws and regulations pertaining to admissibility: 
Provided, That the number of aliens and members of their imme- 
diate families entering the United States under the authority of this 
section shall in no case exceed one hundred persons in any one 
fiscal year. 40 


APPROPRIATIONS 

U8 50 A rSEC. 8. (a) Notwithstanding any other provisions of law, sums 
403 J- made available to the Agency by appropriation or otherwise may be 
expended for purposes necessary to carry out its functions, 41 
including — 

(1) personal services, including personal services without regard 
^to limitations on types of persons to be employed, and rent at the 
seat of government and elsewhere; health-service programs as au- 
thorized by section 150 [now section 7901] of Title 5; 42 rental of 
news-reporting services; purchase or rental and operation of photo- 
graphic, reproduction, cryptographic, duplication and printing ma- 
chines, equipment and devices, and radio-receiving and radio-send- 
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ing equipment and devices, including telegraph and teletype 
equipment; purchase, maintenance, operation, repair, and hire of 
passenger motor vehicles, and aircraft, and vessels of all kinds; 
subject to policies established by the Director, transportation of 
officers and employees of the Agency in Government-owned auto- 
motive equipment between their domiciles and places of employ- 
ment, where such personnel are engaged in work which makes such 
transportation necessary, and transportation in such equipment, to 
and from school, of children of Agency personnel who have quarters 
for themselves and their families at isolated stations outside the 
continental United States where adequate public or private trans- 
portation is not available; printing and binding; purchase, mainte- 
nance, and cleaning of firearms, including purchase, storage, and 
maintenance of ammunition; subject to policies established by the 
Director, expenses of travel in connection with, and expenses inci- 
dent to attendance at meetings of professional, technical, scientific, 
and other similar organizations when such attendance would be 
a benefit in the conduct of the work of the Agency; association and 
library dues; payment of premiums or costs of surety bonds for 
officers or employees without regard to the provisions of section 14 
of Title 6; 43 payment of claims pursuant to Title 28; acquisition of 
necessary land and the clearing of such land; construction of build- 
ings and facilities without regard to sections 259 and 267 of Title 
40; 44 repair, rental, operation, and maintenance of buildings, utili- 
ties, facilities, and appurtenances; and 

(2) supplies, equipment, and personnel and contractual services 
otherwise authorized by law and regulations, when approved by the 
Director. 45 

(b) The sums made available to the Agency may be expended 
without regard to the provisions of law and regulations relating to 
the expenditure of Government funds; 48 and for objects of a con- 
fidential, extraordinary, or emergency nature, such expenditures to 
be accounted for solely on the certificate of the Director 47 and 
every such certificate shall be deemed a sufficient voucher for the 
amount therein certified. 48 

SEPARABILITY OF PROVISIONS 

Sec. 9. 49 If any provision of this Act, or the application of 
such provision to any person or circumstances, is held invalid, the 


September 1970 



417 


remainder of this Act or the application of such provision to persons 
or circumstances other than those as to which it is held invalid, shall 
not be affected thereby. 

SHORT TITLE 

Sec. 10. This Act may be cited as the "Central Intelligence 
Agency Act of 1949.” 

Approved June 20, 1949. 
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Part B(i) 

CENTRAL INTELLIGENCE AGENCY 
Washington, D.C. 20503 


4 November 197 S 


Mr. A . Searle Field 
S taff Director 

Select Committee on Intelligence 
U.S. House of Representatives 
Washington, D.C. 20515 

Dear Mr . Field: 


In response to your request of 26 August 1975 for the opinion of this 
Agency as to whether Section 6 of the Central Intelligence Agency Act of 
1949 provides a statutory basis for denying access to some CIA records and 
materials to members of Congress or officials of the Government Accounting 
Office (GAO), I am transmitting herewith the opinion of this Agency. In 
the study attached hereto entitled Legal Effect of Section 6 of the Central 
Intelligence Agency Act of 1949, as Amended , we conclude that under 
certain conditions that section does provide a statutory basis for such denial. 


If I can provide further information regarding this subject, please 
advise . 


Sincerely, 


C ' John S . Warner 
General Counsel 



Enclosure 
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28 October 1975 


MEMORANDUM OF LAW 

SUBJECT: Legal Effect of Section 6 of the Central Intelligence Agency 

Act of 1949, as Amended 


1. The question has been asked whether Section 6 of the Central 
Intelligence Agency Act of 1949, as amended, (50 U.S.C. 403g) "in and of 
itself and without regard to any other provision of law, provides a statutory 
basis for denying access to some CIA records and materials to members of 
Congress or officials of theG.A.O. ?l For the reasons outlined below, it is 
the opinion of the Central Intelligence Agency that under certain conditions 
that section does provide a statutory basis for such denial. 

2. While it was specifically excluded from this memorandum because 
of the narrow scope of the question being asked, it should be recognized that 
other provisions of the National Security Act of 1947, as amended, and the 
Central Intelligence Agency Act of 1949, as amended, may provide a statutory 
basis for denying access to certain CIA records. For example, records 
relating to certain appropriations and expenditures may be denied based on 
the authorities found in Section 8 of the Central Intelligence Act of 1949, 

3. Section 6 states: 

In the interests of the security of the foreign intelligence 
activities of the United States and in order further to 
implement the proviso of section 403(d) (3) of this title 
that the Director of Central Intelligence shall be responsible 
for protecting intelligence sources and methods from 
unauthorized disclosure, the Agency shall be exempted 
from the provisions of section 654 of Title 5, and the 
provisions of any other law which require the publication 
or disclosure of the organization, functions, names, official 
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titles, salaries, or nurrbc; ? of personnel cr: ployed by the 
Agency: Provided, That in furtherance of this section, the 
Director of the Bureau of the Budget shall make no reports 
to the Congress in connection uith the Agency undev 
section 947(b) of Title 5. 

4. The section has a significant historical background. As indicated in 
the section itself, its purpose is two-fold; first, it is r in the interests of the 
security of the foreign intelligence activities of the United States," and second, 
it is "in order further to implement the proviso of section 403(d)(3) of this 
title (Title 50 of the United States Code] An examination of the background 
of the third proviso of Section 102(d) (3) of the National Security Act of 1947 , as 
amended, (50 U.S.C. 403(d)(3)) is helpful in a complete analysis of 50 U.S.C. 
403g . 


5. The third proviso of section 102(d)(3) of the National Security Act 
of 1947, as amended, provides "That the Director of Central Intelligence 
shall be responsible for protecting intelligence sources and methods from 
unauthorized disclosure." This language derived from the Presidential 
Directive of 22 January 1946 which established the Central Intelligence 
Group and which provided in section 10 of that Directive, "In the conduct 

of their activities the National Intelligence Authority and the Director of 
Central Intelligence shall be responsible for fully protecting intelligence 
sources and methods." 

6. The history of section 10 turns primarily on the opposition of the 
military intelligence services to central coordination of intelligence 
activities by a civilian agency and in particular to section 5 of the 
Presidential Directive, which read, "Such intelligence received by the 
National Intelligence Authority shall be freely available to the Director of 
Central Intelligence for correlation, evaluation or dissemination. To the 
extent approved by the National Intelligence Authority, the operations of 
said intelligence agencies shall be open to inspection by the Director of 
Central Intelligence in connection with planning functions , n The military 
intelligence services were much concerned that their clandestine activities 
and sensitive sources would be compromised if revealed to what they 
considered an organization not experienced in security matters. They 
thereupon proposed the wording of section 10 for the purpose of assuring 
that the Director of Central Intelligence would have a responsibility for 
protecting their intelligence sources and methods. Initially, therefore, the 
responsibility was a limited one and would have been properly construed 
to mean that the Director must institute such security standards and pro- 
cedures as would adequately protect the information coming from the other 
agencies. This he would be clearly authorized to do. 
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7. At the time the National Security Act was being considered, numerous 
drafts were prepared, all of which contained some language on the responsi- 
bility to protect sources and methods. But, the concept was still limited, as 
for instance in the draft of 9 April 1947 of which section 3(6) read, "be 
responsible for taking measures to protect sources and methods used in the 
collection and dissemination of foreign intelligence information received by 

the Agency." The legal problems involved in any such statement of 
responsibility were recognized in a memorandum of !0 February 1947 which 
suggested changing the words to some such phrase as 'be responsible for 
taking measures to protect" sources and methods. Further, in recognition 
of the legal problems, legislation was proposed designed to give additional 
protection to classified information, but these proposals were discarded 
during the consideration of the legislation. 

8. During the 79th Congress the House Committee on Military Affairs 
issued a report which recognized the need for strong national intelligence 
and made a number of specific recommendations, among which was one 
that certain of the sections, including section 10, of the Presidential 
Directive of 22 January 1946 be enacted into law. There is no indication 

in the report that they knew the background of section 10, and as the 
legislation progressed it was rephrased until it came out as the third pro- 
viso to^ection 102(d)(3) quoted above. There is little or no legislative 
history on this proviso except that members of the committees thought that 
such a responsibility was a good idea and important enough to justify such 
detail in an otherwise rather general legislative authorization. Historically 
the Directors of Central Intelligence have considered that the proviso does 
not prohibit the Agency from taking necessary action in connection with the 
security of its internal information and its own personnel. 

9. As is immediately evident from the historical analysis above, there is 
an important and key distinction between the statutory responsibility given 
the Director of Central Intelligence in 60 U.S.C. 403(d)(3) and the means by 
which he fulfills such responsibility. As indicated in Senate Report No. 106 
(10 March 1949), the purpose of the Central Intelligence Agency Act of 1949 
was to grant to the Agency the authorities necessary for the proper admin- 
istration of the Agency which had been previously established in 1947. The 
Report notes that the Act provides authority for the protection of the confidential 
nature of the Agency's functions . Thus it seems clear that the Congress intended 
the Director of Central Intelligence to have certain specific authorities in addition 
to those of other Executive branch departments and agencies such as the claim 
through the President of executive privilege. 



10. This authority, of course, is not absolute, however. It has been 
noted by Raoul Berger in his book. Executive Privilege; A Constitutional Myth , 
that the legislation implementing the Agency ’ neither requires nor prohibits 
the supply of intelligence to Congress. ..." It should be noted here, however, 
that Congress, in implementing certain agencies, has specifically required 
the furnishing of certain information to Congress. For example, with respect 
to certain atomic energy information, 42 U.S.C. 2252 provides: 

The Joint Committee shall make continuing studies of 
the activities of the Atomic Energy Commission and of 
problems relating to the development, use, and control 
of atomic energy. During the first ninety days of each 
session of the Congress, the Joint Committee may conduct 
hearings in either open or executive session for the 
purpose of receiving information concerning the develop- 
ment, growth, and state of the atomic energy industry. 

The Commission shall keep the Joint Committee fully and 
currently informed with respect to all of the Commission's 
activities . The Department of Defense shall keep the 
Joint Committee fully and currently informed with respect 
to all matters within the Department of Defense relating to 
the development, utilization, or application of atomic 
energy. Any Government agency shall furnish any informa- 
tion requested by the Joint Committee with respect to the 
activities or responsibilities of that agency in the field of 
atomic energy. All bills, resolutions, and other matters in 
the Senate or the House of Representatives relating 
primarily to the Commission or to the development, use, or 
control of atomic energy shall be referred to the Joint 
Committee. The members of the Joint Committee who are 
Members of the Senate shall from time to time report to the 
Senate, and the members of the Joint Committee who are 
Members of the House of Representatives shall from time to 
time report to the House, by bill or otherwise, their 
recommendations with respect to matters within the 
jurisdiction of their respective Houses which are referred 
to the Joint Committee or otherwise within the jurisdiction 
of the Joint Committee. 

As for the Agency, the Congress took a somewhat different position. In order 
to provide the Director one means by which he can fulfill his statutory 
responsibility of 50 U.S.C. 403(d)(3), the Congress chose to exempt the 
Agency from several provisions of law which otherwise would require the 
disclosure of sources and methods of the Central Intelligence Agency . 



It. Section 6 c; :>.e Central Intelligence Agency Act of 1949, as amended, 

(50 U.S .C. 403g) exempts the Agency from the pro\ is.ons of 5 U.S.C. 654, 
which required the Civil Service Commission to publish annually a list of all 
persons occupying administrative and supervisory positions in the Government, 
including the official title and compensation of each person listed. 50 U.S.C. 

403g exempts the Agency from the "provisions of any other law which require 
the publication or disclosure of the organization, functions, names, official 
titles, salaries, or numbers of personnel employed by the Agency." On several 
occasions the Comptroller General has been called upon to interpret similar 
provisions of several other statutes . While the Comptroller General has held 
that the words "notwithstanding the provisions of any other law" do not confer 
unlimited discretion on those v.ho administer such a statute, he has held that 
the intent of such wording is to permit the administrator to disregard those laws 
whose provisions otherwise might prohibit or unduly interfere with the carrying 
out of the purpose of the statute containing such a phrase. B-5210 (12 August 1939) , 
22 Comp. Gen. 400 (1941) and B-36980 (23 September 1943). Accordingly, it seems 
that any law requiring the disclosure of the organization, functions, names, 
official titles, salaries, or numbers of personnel employed by the Agency that 
might disclose intelligence sources and methods to unauthorized parties can be 
properly disregarded by the Agency. This assumes, of course* that any such 
other laws, in particular those passed subsequent to the Central Intelligence Act 
of 1949, do not contain a "notwithstanding any other law" provision, specifically 
repeal Section 6, or by specific statutory language overrule it. 

12. Section 6 also provides that the Director of what is now the Office of 
Management and Budget shall make no reports to Congress in connection with 
the Agency under 5 U.S.C. 947(b), which required a quarterly determination 
of the number of full-time employees required by each department and agency 
for the proper and efficient performances of the authorized functions of that 
department or agency. Excess personnel were to be released. The deter- 
minations and the numbers of employees paid in violation of the determinations 
were to be reported to Congress quarterly. 

13. Critical to the understanding of the Director's responsibility to 
protect intelligence sources and methods is an examination of the qualification 
of protecting them from unauthorized disclosure. The examination leads to 
the conclusion that the Director does not have an absolute authority to deny 
congressional access to CIA records and materials but a qualified or conditional 
one. 50 U.S.C. 403g and the statutory provision which it implements, 50 U.S.C. 
403(d)(3) , relate only to the unauthorized disclosure of sources and methods 
information. It seems evident that, if procedures can be established to the 
satisfaction of the Director in which he can share information with Congress, 

yet fulfill his statutory responsibilities and authorities of assuring that such 
sharing will not lead to the disclosure of that information to unauthorized parties. 
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then it becomes clear :r.at the Director can share the information yet fulfill the 
statutory mandate. On the other hand, however, if he is not satifiea that the 
procedures will protect the information that is requested by Congress or that is 
proposed to be given to Congress from unauthorized disclosure, then the 
statutory mandate requires that he not pass such information. Examples of such 
procedures are those established between the House Select Committee on 
Intelligence and the Agency as outlined in the Director’s letter of 30 September 1975 
to the Chairman of that Committee. Thus, it seems clear that Congress, in passing 
implementing legislation for the Agency, recognized that the Director of Central 
Intelligence must have the responsibility and authority to make the final decision 
in this regard, for if it is otherwise and the judgment is in error the interests of 
the security of the foreign intelligence activities of this country will clearly suffer. 

14. The Comptroller General, in his letter to the Director, Bureau of the 
Budget (B-74185, 12 March 1948), seems to clearly recognize the importance of 
Section 6. In that letter the Comptroller stated: 

In an atomic age, where the act of an unfriendly power 
might, in a few short hours, destroy, or seriously 
damage the security, if not the existence of the nation 
itself, it becomes of vital importance to secure, in 
every practicable way, intelligence affecting its 
security. The necessity for secrecy in such matters 
is apparent and the Congress apparently recognized 
this fully in that it provided in section 102(d) 3 of 
Public Law 253, that the,Director of Central Intelligence 
shall be responsible for protecting intelligence sources 
and methods from unauthorized disclosure. 
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Part C.— Public Law 86-36. 

Public Law 86-36 
86th Congress, H. R. 4599 
* May 29, 1959 

AN ACT 

To provide certain administrative authorities for the National Security Agency, 

and for other purposes. 

He it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled , That section 202 of Kation&l 
the Classification Act of 1949, ns amended (5 U.S.C. 1082), is amended Seourlty 
by changing the period at the end thereof to a semicolon and adding *g«noy. 
the following new paragraph : Classif loation 

“(32) the National Security Agency.” s^stat* B 954° n ’ 

Sec. 2 . The Secretary of Defense (or his designee for the purpose) p 0 B iti 0 ns ’ 
is authorized to establish such positions, and to appoint thereto such w< i ra tss. 
officers and employees, in the National Security Agency, as may be 
necessary to carry out the functions of such agency. x The rates of 
basic compensation for such positions shall be fixed by 'the Secretary 
of Defense (or his designee for the purpose) in relation to the rates 
of basic compensaton contained in the General Schedule of the Classi- 
fication Act of 1949, as amended, for positions subject to such Act 5 use 1071 
which have corresponding levels 01 duties and responsibilities. Except not*, 
as provided in section 4 of this Act, no officer or employee of tne 
National Security Agency shallbe paid basic compensation at a rate 
in excess of the highest rate of basic compensation contained in such 
General Schedule. Not more than fifty such officers and employees Suptrgrad**. 
shall be paid basic compensation at rates equal to rates of basic com- 
pensntion contained in grades 16, 17, and 18 of such General Schedule. 

Sec. 3. Section 1581(a) of title 10, United States Code, as modified 70A stat. 118. 
by section 12(a) of the Federal Employees Salary Increase Act of Professional 
1958 ( 72 Stat. 213) ? is amended by striking out and not more than and solsntlflo 
fifty civilian positions in the National Security Agency,” and the positions, 
words “and the National Security Agency, respectively,”. 

Six'. 4. The Secretary of Defense (or his designee for the pur- Rsssaroh and 
pose) is authorized to establish in the National Security Agency not dsvslopmsnt 
more than fifty civilian positions involving research ana development positions, 
functions, which require the services of specially qualified scientific 
or professional personnel, and fix the rates of basic compensation 
for such positions at rates not in excess of the maximum rate of com- 
pensation authorized by section 1581(b) of title 10, United States 70 A stat. 118. 
Code, ns amended by paragraph (34) (11) of the first section of the 
Act of September 2, 1958 (72 Stat, 1456; Public Law 85-861). 

Sec. 5. Officers and employees of the National Security Agency who Employment 
nre citizens or nationals of the United States may be granted addi- out aid* u.s. 
tionnl compensation, in accordance with regulations which shall be 
prescribed oy the Secretary of Defense, not in excess of additional 
compensation authorized by section 207 of the Independent Offices i y 
Appropriation Act, 1949, as amended (5 U.S.C. 118h), for employees Tsar «atv 1M*. 
whose rates of basic compensation are fixed by statute. / 

Sec. 6. (a) Except as provided in subsection (bj Of this awitluii, Reporting 
nothing in this Act or any other law (including, but not limited to, r*qulr*m*nt». 
the first section and section 2 of the Act of August 28, 1935 (5 U.S.C. 

654) ) shall be construed to require the disclosure of the organization 49 stat. 958 . 
or any function of the National Security Agency, of any information 
with respect to the activities thereof, or of the names, titles, salaries, 
or number of the persons employed by such agency. 

(b) The reporting requirements of section 1582 of title 10, United 
States Code, shall apply to positions established in the National 
Security Agency in tne manner provided by section 4 of this Act. 
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Super grade a. 

72 St at. 213A, 


Effeotive date. 


Pub, Law 86-36 -2- May 29, 1959 

73 St*t. 64. 

Sec. 7. The total number of positions authorized by section 605(b) 
of the Classification Act of 1949, as amended (5 U.S.C. 1105(b)), 
to be placed in grades 16, 17, and 18 of the General Schedule of such 
Act at any time shall be deemed to have been reduced by the number 
of positions in such grades allocated to the National Security Agency 
immediately prior to the effective date of this section. 

Sec. 8. The foregoing provisions of this Act shall take effect on 
the first day of the first pay period which begins later than the thir- 
tieth day following the date of enactment of this Act. 

Approved May 29, 1959. 
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Part C(i) 


NATIONAL SECURITY AGENCY 
CENTRAL SECURITY SERVICE 

FORT GEORGE G. MEADE, MARYLAND 20755 

Serial: D6-86/75 

23 September 1975 


Mr. A. Searle Field 
Staff Director 

Select Committee on Intelligence 
U. S. House of Representatives 
Washington, DC 20515 

Dear Mr. Field: 

This is in response to your letter to General Allen 
requesting an interpretation of section 6 of Public Law 
86-36. 


Section 6 establishes the Congressional policy against 
disclosure of information concerning the intelligence and 
communications security missions of NSA. These vitally 
important functions cannot be conducted if foreign powers 
are aware of our sources and methods. The intent of the 
law, therefore, is to deny such information to other govern- 
ments by limiting what appears in the public domain in the 
United States. 

This Agency does not regard section 6 as authority to 
withhold information from Members of the Congress who require 
such information to discharge their official responsibilities. 
As General Allen indicated to Chairman Pike during his testi- 
mony, however, the Congress has always agreed to receive 
information concerning the mission and functions of this 
Agency in executive session. 

With respect to the General Accounting pffice (GAO) , 
the Comptroller General and the Director, NSA, agreed in 
1955 that a cleared GAO staff member would be assigned to 
NSA on a permanent basis. For 20 years, this arrangement 
has enabled one or more resident auditors to have access to 
data required to conduct compliance type audits while provid- 
ing necessary security protection for NSA documents and 
records. Additional GAO personnel have been cleared since 
1973 to permit GAO to conduct management reviews at NSA. 
Throughout this long-standing and excellent working 
relationship, the GAO has cooperated fully to protect NSA's 


58-920 0 - 75 - 28 



Serial: D6-86/75 


sensitive information. The understanding between the two 
agencies has been that section 6 does not prohibit GAO's 
access to NSA information on a confidential basis, but rather 
that it restricts GAO's disclosure of its findings to the 
public at large. 


Sincerely, 



ROY R. BANNER 
General Counsel 
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Part D.— Section 32 of Public Law 93-559 (the Foreign Assistance 

Act Amendments of 1974). 

Foreign Assistance Act of 1974 
Public Law 93-559, sec. 32 
(The Hughes-Ryan Amendent) 


22 USC 2422 * 


Presidential 
report to 
Congress* 


50 USC 1541 
note* 


INTELLIGENCE ACTIVITIES AND EXCHANGES OP MATERIALS 

Sec. 32. The Foreign Assistance Act of 1961 is amended by adding 
at the end of pait III the following new sections : 

“Sec. 662. Limitation on Intelligence Activities. — (a) No funds 
appropriated under the authority of this or any other Act may be 
expended by or on behalf of the Central Intelligence Agency for 
operations m foreign countries, other than activities intended solely 
for obtaining necessary intelligence, unless and until the President 
finds that each such operation is important to the national security 
of the United States and reports, in a timely fashion, a description 
and scope of such operation to the appropriate committees of the Con- 
gress, including the Committee on Foreign Relations of the United 
States Senate and the Committee on Foreign Affairs of the United 
States House of Representatives. 

“(b) The provisions of subsection (a) of this section shall not apply 
during military operations initiated by the United States under a 
declaration of war approved by the Congress or an exercise of powers 
by the President under the War Powers Resolution. 
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Appendix III. -Executive Order 11652 of March 10, 1972. 



FRIDAY, MARCH 10. 1972 
WASHINGTON. D C. 

Volume 37 ■ Number 43 

PART II 



THE PRESIDENT 

EXECUTIVE ORDER 1 1652 


Clanification and D« classification of 
National Security Information 
and Material 
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thi msram 


Titk 3 — The President 

EXECUTIVE ORDER H652 

CUmfkutirm and PecUirificatioa of National Security Information 
and Materia] 

The interests of the United States end its dozens are best served by 
making information regarding the affairs of Government readily avail- 
able to the public. This concept of an informed tituc&jy b reflected b 
the-Frccdotn of Information Act and in the current public information 
policies of the executive branch. 

Within the Federal Government there b some official information 
and material which, because it bean directly on the effectiveness of our 
— national defense and the conduct of our foreign relations, must be sub- 

ject to some constraints for the security of our Nation and the safety of 
our people and our aUio. To protect against actions hostile to the United 
States, of both an overt and covert nature, it b essential that such 
official information and materia] be given-only limited dbscmfaatiop. 

Thb official information or .material, referred to as classified Infor- 
mation or material in thb order, b expressly exempted from public 
dbdosurc by Section 552(b)(1) of Title 5, United States Code Wrong- 
ful disclosure of such information or material b recognized in the Federal 
Criminal Code as providing a bass for prosecution. 

To ensure that such Information and material b protected, but only 
to the extent and for such period as b necessary, this order identifies the 
information to be protected, prescribes classification, downgrading, de- 
classification and safeguarding procedures to be followed, and establishes 
a monitoring system to ensure Us effectiveness. 

NOW, THEREFORE, by virtue of the authority vested in me by the 
Constitution and statutes of the United States, it b hereby ordered: 

SzcnoN !. Security Clarification Categories. Official information or 
material which requires protection against unauthorized disclosure in the 
interest of the national defense or foreign relations of the United States 
(harm after collectively termed ‘‘national security”) shall be classified 
fa one of three categories, namely “Top Secret,” “Secret,” or “Confiden- 
tial,” depending upon the degree of its significance to national security. 
No other categories shall be used to identify official information or 
material u requiring protection in the interest of national security, except 
as otherwise expressly provided by statute. These classification categories 
are defined as follows: 

(A) "Top Secret* ‘Top Secret” refers to that national security 
information or material which requires the highest degree of protection. 
The test for asrigtung 'Top Secret” classification jhall be whether its 
unauthorized disclosure could* reason ably be expected to cause exeep* 
♦ tionally grave damage to the national security. Examples of “excep- 

tionally grave damage” include armed hostilities against the United 
States or Us allies; disruption of foreign relations vitally affecting the 
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national security; the compromise of viul national defense or 
complex cryptologic and communications intelligence systems; the 
revelation of sensitive intelligence operations; and the disclosure of scien- 
tific or technological developments vital to national security. This 
classification shall be used with the utmost restraint. 

(B) "Stcnl" "Secret" refers to that national security information or 
material which requires a substantial degree of protection. The test 
for assigning "Secret" classification shall be whether its unauthorized 
disclosure could reasonably be expected to cause serious damage to the 
national security. Examples of "serious damage" include disruption of 
foreign relations significantly affecting the national security; significant* 
impairment of a program or policy directly related to the national secu- 
rity; revelation of significant military plans or intelligence operations; 
and compromise of significant scientific or technological developments 
relating to national security. The classification "Secret" shall be sparingly 
used. 

(C) “Confidential” "Confidential" refers to that national security 
information or materia] which requires protection. The test for assign- 
ing "Confidential" classification shall be whether its unauthorized dis- 
closure could reasonably be expected to cause damage to the national 
security. 

Sea 2. Authority to Classify. The authority to originally classify In- 
formation or material under this order shall be restricted solely to those 
offices within the executive branch which are concerned with matters 
of national security, and shall be limited to the minimum number 
absolutely required for efficient administration. Except as the context 
may otherwise indicate, the term "Department" as used in this order 
shall include agency or other governmental unit. 

(A) The authority to originally classify information or material un- 
der this order as "Top Secret" shall be exercised only by such officials as 
the President may designate in writing and by; 

( 1 ) The heads of the Departments listed below; 

(2) Such of their senior principal deputies and assistants as the heads 
of such Departments may designate in writing; and 

(3) Such l cads and senior principal deputies and assistants of major 
elements of such Departments, as the heads of such Departments may 
designate in writing. 

Such offices in the Executive Office of the President as the 
President may .designate in writing 
Central Intelligence Agency 
Atomic Energy Commission 
Department of State 
Department of the Treasury 
Department of Defense 
Department of the Army 
Department of the Navy 
•Department of the Air Force 
United States Arms Control and Disarmament Agency 
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Department of Justice 

National Aeronautic* tad Spice Administration 
Agency for International Development 

(B) The authority to originally daarif y information or material under 
this order u ‘‘Secret** shall be exerdsed only by: 

(1) Officials who have "Top Secret" chmificatbn authority; 

(2) Such subordinates as officials with Top Secret" damfication 
authority under (A) (1) and (2) above may designate in writing; and 

(3) The heads of the following named Departments and such senior 
principal depu ties or assistant) as they may design ate in writing. 

Department of Transportation 
Federal Communications Commission 
Export-Import Bank of the United States 
Department of Commerce 
United States ‘Civil Service Commission 
United States Information Agency t 

General Services Administration / 

Department of Health, Education, and Welfare 
Civil Aeronautics Board 
* Federal Maritime Commission 
Federal Power Commission 
National Science Foundation 
Overseas Private Investment Corporation 

(C) The authority to originally classify information or material urn 
der this order as "Confidential** may be exercised by officials who have 
"Top Secret" or "Secret** classification authority and such officials 
as they may designate in writing. 

(D) Any Department not referred to herein and any Department or 
unit established hereafter shall not have authority to originally classify 
information or material under this order, unless specifically authorized 
hereafter by an Executive order. 

Sac. 3. Authority to Downgrado uni Dttlassify. The authority to 
downgrade and declassify national security information or material shall 
be exercised as follows : 

(A) Information or material may be downgraded or declassified by 
the official authorizing the original classification, by a successor in capac- 
ity or by a supervisory official of either. 

(B) Downgrading and declassification authority may also be exer- 
cised by an official specifically authorized under regulations issued by the 
head of the Department listed in Sections 2{ A) or (B) hereof. 

(C) In the case of classified information or material officially trans- 
ferred by or pursuant to statute or Executive order in conjunction with 
a transfer of function and not merely for storage purposes, the receiving 
Department shall be deemed to be the originating Department for all 
purposes under this order including downgrading and declassification. 
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(D) In the uk of (Unified information or material not officially 
transferred within (C) above, but originated In a Department which 
has since ceased to exist, each Department in pon m ion shall be deemed 
lobe the originating Department (or aQ purposes under this order. Such 
information or material may be downgraded and dedaarified by the 
Department in posesrion after consulting with any other Departments 
having an interest in the subject matter. 

(£) information or material transferred to the General 

Service* Administration for acc re tio n into the Archives of the United 
States shall be downgraded and dedaarified by the Archivist of the 
United States in accordance with this order, directives of the President 
lamed through the National Security Council and pertinent regulations 
of the Departments. 

(F) Classified information or material with special markings, as 
described In Section 8, shall be downgraded and declassified as required 
by Uw and governing regulations. 

Sac. 4. Classification. Each person possessing classifying authority 
shall be held accountable for the propriety of the clarifications attrib- 
uted to him. Both unnecessary' classification and over -classification shall 
be avoided. Classification shall be sotdy on the basis of national security 
considerations. In no case shall information be classified in order to 
conceal inefficiency or administrative error, to prevent embarrassment 
to a person or Department, to restrain competition or Independent ini- 
tiative, or to present for any other reason the release of information 
which doe* not require protection in the interest of national security. 
The following rules shall apply to classification of information under 
this order: 

(A) Documents in Central, Each classified document shall show on 
its face its classification and whether it is subject to or exempt from the 
General Declassification Schedule, it shall also show the office of origin, 
the date of preparation and classification and, to the extent practicable, 
be so marked as to indicate which portions are classified, at what level, 
and which portions are not classified in order to facilitate excerpting and 
other use. Material containing references to classified materials, which 
references do > not reveal clarified information, shall not be clasrified. 

(B) Identification of Classifying Authority , Unless the Department 
Involved shall have provided some other method of identifying the 
individual at the highest level that authorised classification in each case, 
material classified under this order shall indicate ©oils face the identity 
of the highest authority authorizing the classification. Where the indi- 
vidual who signs or otherwise authenticates a document or item has gbo 
authorized the classification, no further annotation as to his identity 
is required. 

(C) Information or Materiel Furnished by a Foreign Government or 
International Organization, Classified information or material furnished 
to the United States by a foreign government or international organiza- 
tion shall cither retain hs original clarification or be assigned a United 
States clarification. In either case, the clasificatioo shall assure a degree 
of protection equivalent to that required by the government or inter- 
national organization which furnished the information or material. 
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\D) CUiHfitttm i JtofOAjW/ifui. A bolder of find fieri inform** 
600 or material shill observe tad reaped the clmifalfao aatgned 
by the originator. If a bolder believes Out there b uoneconry dead* 
totfon, that the adfned dasrification b improper, or that the doco* 
meat k subject to dedaaifiutioo under thb order, he Ail so inform 
the originator who shall thereupon re-examine the dasaficatioo. 

Sac. 5. ibdiisjirefiM end Downgrading. Clasrificd information and 
material, onleas dscliaifitd earlier by the original classifying authority, 
shah be declassified And down g raded In accordance with the folio wing 
rules: 

(A) Central Declassification Schedule. ( 1 ) "Top Secret.' 0 Infor- 
mation or material originally classified "Top Secret" shall become 
automatically •downgraded to "Secret" at the end of the second full 
calendar year following the year in which it waa originated, down- 
graded to "Confidential" at the end of the fouith full calendar year 
following the year in which it was originated, and declassified at the 
end of the tenth full calendar year following the year in which it was 
originated. 

(2) "Secret” Information and materia] originally classified "Secret" 
shall become automatically downgraded to "CurtfidentUT* at the. end 
of the second full calendar year following the year in which it was 
originated, and declassified it the end of the eighth full calendar year 
following the year in which it was originated. 

(3) “Confidential* Information and material originally classified 
"Confidential" shall become automatically dedaisified at the end of the 
sixth full calendar year following the year in which it was originated. 

* (B) Exemptions from Central DecUssi/tcation Schedule. Certain 
classified information or material may warrant some degree of pro- 
tection for a period exceeding that provided in the General Declassi- 
fication Schedule. An official authorised to originally classify 
information or material "Top Secret" may exempt from the Centra! 
Declassification Schedule any level of classified information or material 
originated by him or under his supervision if it falb within one of the 
categories described below. In each case such official shall specify in 
writing on the material the exemption category being claimed and, 
unless tmponible, a date or event for automatic declassification. The 
use of the exemption authority shall be kept to the absolute minimum 
consistent with national security requirements and shall be restricted 
to the following categories: 

( 1 ) Class Sod information or material furnished by foreign govern- 
ments or international organisations and held by the United Sates on 
the understanding that it be kept in confidence. 

(2) Classified information or material specifically covered by statute, • 
or pertaining to cryptography, or dbdoring intelligence sources or 
methods. 

(3) Classified Information^ or material disclosing * system, plan, 
Installation, project or specific foreign relations matter the continuing 
protection of which b oM&tiil to the national security. 
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(4) information or material the disclosure of which 
would place a penon fa Imm e di a te jeopardy. 

(C) Mandatory font ar of Exempted d/afmof. AD cla ss ified falor- 
ud material originated after the effective date of this order 

which it exempted under (B) above from the General Dedanification 
Schedule be subject to a clanaficadoo review by the originating 
Dep artmen t at any time after the expiration of ten yean from the date 
of origin provided: 

(1) A Department or member of the public requests a review; 

(2) The request describes *}* record with sufficient particularity to 
enable the Department to identify it; and 

(5) The record can be obtained with only a reasonable amount of 
effpet. 

Information or material which no longer qualifies for exemption under 
(B) above shall be dedaaified. Information or material cooddufag to 
qualify under (B) shafl be so marled and, unless imposrible, a date for 
automatic declassification shall be set. 

(D) Applicability of tkt Central Declassification Schedule to Previ- 
ously Classified Material, Information or material f la ui fieri before the 
effective date of this order and which Is assigned to Group 4 under 
Executive Order No. 10501, as amended by Executive Order Na 10964, 
shall be subject to the General Dedasnfication Schedule. AD ocher infor- 
mation or material clarified before the effective date of this order, 
whether or not assigned to Groups 1, 2, or 3 of Executive Order 
No. 10501, as amended, shaU be excluded from the General DedajBfica- 
lion Schedule. However, at any time after the expiration of ten years 
from the date of origin it shall be subject to a mandatory rfajaficarion 
review and disposition under the same conditions and criteria that apply 
to classified information and material created after the effective date of 
this order as set forth in (B) and (C) above. 

(E) Declassification of Classified Information or Material After 
Thirty Years, All classified information or material which is thirty yean 
old or more, whether originating before or after fhe effective date of 
this order, shall be declassified under the following conditions: 

(1) AD information and material clarified after the e f fecti v e date of 
this order shall, whether or not declassification has been requested, 
become automatically declassified at the end of thirty fuD calendar years 
after the date of its original dasufication except for 'such specifically 
Identified information or material which the head of the originating 
Department personally determines fa writing at that time to require 
continued protection because such continued protection is essential to 
the national security or disclosure would place a person fa immediate 
jeopardy. In. such case, the head of the Department shaD abo specify 
the period of continued rlmrifif irion 

(2) AD information and material clawi fieri before the effective dale 
of this order and more than thirty years old shall be systematically 
reviewed for declassification by the Archivist of the United States by the 
end of the thirtieth full calendar year following the year in whkh it was 
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originated. la his review, the Archivist will separate and keep protected 
only such information or material as it specifically identified by the 
head of the Department in accordance with (E)(1) above. In such 
case, the head of the Department shall abo specify the period of 
continued Hwficnion, 

(F) Departments Which Do Not Hoof Authority For Origin* i 
Classification. The provirioas of this section relating to the dedasrifiaw 
tion of national security uiformation or jnaterial shall apply to Depart* 
meats which, under the terms of this order, do not have current authority 
to originally classify information or material, but which formerly had 
such authority under previous Executive orders. 

Sec. 6. Policy Directive s on Access, Marking, Safekeeping, Account- 
ability , Transmission, Disposition and Deduction of Classified Informa- 
tion and Material. The President acting through the National Security 
Council shall blue directives which shall be binding on all Departments 
to protect classified information from loo or compromise. .Such 
directives shall conform to the following policies: 

(A) No person shall be given access to classified information or 

material unless such person has been determined to be trustworthy and 
unless acceo to such information ts necessary for the performance of his 
duties. ! 

(B) All classified information and materia] shall' be appropriately 
and conspicuously marked to put all persons on clear notice of its 
classified contents. 

(C) Classified information and material shall be used, possessed, and 
stored only under conditions which will prevent access by unauthorised 
persons or dissemination to unauthorized persons. 

(D) All classified information and material disseminated outside the 
executive branch under Executive Order No, I086S or otherwise shall 
be properly protected. 

(E) Appropriate accountability records for classified information 
shall be established and maintained and such information and material 
shall be protected adequately during all transmissions. 

(F) Clarified information and material no longer needed in current 
working files of for reference or reed'd purposes shall be d es troyed or 
disposed of in accordance with the records disposal provisions contained 
in Chapter 33 of Title 44 of the United States Code and other applicable 
statutes. 

(G) Classified information or material shaQ .be reviewed oa a sys- 
tematic basis for the purpose of accomplishing downgrading* declassifica- 
tion, transfer, retirement and destruction at the earliest practicable date. 

Sac. 7. Implementation and Repin* Responsibilities. ^A) The Na- 
tional Security Council shall monitor the implementation of this order. 
To a»ut the National Security Council, an Interagency Qasrifica- 
don Review Committee shall be established, composed of representa- 
tives of the Departments of State, Defense and Justice, the Atomic 
Energy Commotion, the Central Intelligence Agency and the National 

SCttlAl MOUTH, YOi. ly, NO. 4S— fllOAY, MAKM 10, It 72 


s as 


439 


ut 


ma mmtm 

Security Council’ Staff and a Chairman daiftuJcd by the Prerideat 
Representatives of other Departments in the meutfv* branch may ba 
bvbcd to meet with the Committee on marten of particular Interest 
to those Departments. This Committee shall meet regularly and on a 
continuing bash shall review and take action to ensure compliance with 
this order* and in particular: 

(1) The Committee shall oversee Department actions to ensure com* 
pBance with the provisions of tbs order and implementing directives 
issued by the President through the National Security Council. 

(2) The Committee shall* subject to procedures to be established by 
it* receive, consider and take acdon on suggestions and complaints from 
persons within or without the government with respect to the admin* 
btration of this order, and In consultation with the affected Department 
or Departments assure that appropriate acdon is taken on such sug- 
gestions and complaint* 

(3) Upon request of the Committee Chairman, any Department shall 
furnish to the Committee any particular information or material needed 
by the Committee in carrying out its function* 

(B) To promote the baric purposes of this order* the bead of each 
Department originating or handling classified information or material 
shall: 

(1) Prior to the effective date of this order submit to the Interagency 
Classification Review Committee for approval a copy of the regulations 
It proposes to adopt pursuant to this order. 

(2) Designate a senior member of his staff who shall ensure effec- 
tive compliance with and implementation of this order and shall also 
chair a Departmental committee which shall have authority to act 
on all suggestions and complaints with respect to the Department’s 
administration of this order. 

(3) Undertake an initial program to familurue the employees of 
his Department with the provisions of this order. He shall abo 

fish and maintain active training and orientation programs for em- 
ployees concerned with classified Information or material. Such programs 
ahaB Indude* as a minimum, the briefing of new employees and periodic 
reorientation during employment to impress upon each individual his 
responsibility for exercising vigilance and care In complying with the 
provisions of this order. Additionally, upon termination of employ- 
ment or contemplated temporary separation for a sixty-day period or 
more, employees shall be debriefed and each reminded of the provisions 
of the Criminal Code and other applicable provisions of law relating 
to penalties for unauthorized disclosure. 

(C) The Attorney General, upon request of the head of a Depart- 
ment, his duly designated representative, or the Chairman of the above 
described Committee, shall personally or through authorised repre- 
sentatives of the Department of Justice render an interpretation of this 
order with respect to any question anting in the course of its admin- 
istration. 
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Sac. 8, Malarial Covtrtd by tka Atomic Fnargy Act. Nothing in this 
order AaB jypcntdt any requirement! made by or under the Atomic 
Energy Act of August 3ft 1954. as amended. "Restricted Dau," and 
material designated as "Formerly Restricted Data,** shall be handled, 
protected, chalSed, downgraded and dedaedfied In conformity with 
the prov is ion! of the Atomic Energy Act of 1954, as amended, and the 
regulations of the Atomic Energy Commotion. 

Sic. 9. Special Departmental Arrangements. The originating De- 
partment or other appropriate authority may impose, in conformity 
with the provisions of this order, special requirements with respect to 
access, distribution and protectioa of rianifird information and material*, 
including those which presently relate to communications intelligence, 

. intelligence sources and methods and cryptography. 

Sac. IQ. Exceptional Cain. In an exceptional case when* a person 
or Department not authorised to classify information originates 
information which Is believed to require classification, such person or 
Department shall protect that information in the manner prescribed 
by this order.* Such persons or Department shall transmit the informa- 
tion forthwith, under appropriate safeguards, to the Department haviifg 
primary interest in the subject matter with a request that a determina- 
tion be made as to classification. 

Sac. 1 !. Declassification of Presidential Papers, The Archivist of the 
United States shall have authority to review and dedastify information 
' and material which has been classified by a President, hb White House 
Staff or special committee or commission appointed by him and which 
the Archivist has in hb custody at any archival depository, including a 
Presidential Library. Such declassification shall only be undertaken In 
accord with: (i) the terms of the donor's deed of gift, (II) consulta- 
tions with the Departments having a primary subject-matter interest, 
and (HI) the provisions of Section 5. 

Sic. 12. Historicat Research and Access by Former Government 
Officials. The requirement in Section 6(A) that access to classified 
information or material be granted only as b necessary for the perform- 
ance of one's duties shall not apply to persons outside the executive 
branch who are engaged in historical research projects or .who have 
previously occupied policy-making positions to which they were 
• appointed by the President; Provided, however, that In each case the 
head of the originating Department shall: 

(i) determine that access b clearly consistent with the interests of 
national security; and 

(II) take appropriate steps to asm re that classified information or 
material b not published or otherwise compromised. 

Access granted a person by reason of hb having previously occupied a 
policy-making position shall be limited to those papers which the 
former official originated, reviewed, signed or received while In public 
office. 

$to. IS. Administrative and Judicial Action. (A) Any offic e r or 
employee of the United States who unnecessarily classifies or over- 
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dasrifica Information or material shall be notified that his actions art la 
violation of the terms of this order or of a directive of the President 
issued through the National Security Council. Repeated abuse of the 
d aerification process shall be grounds for an administrative reprimand. 
In any case where the Departmental committee or the Interagency Clari- 
fication Review Committee finds that unnecesary clarification or over- 
classification has occurred, U shall make a report to the bead of the 
■*- _ Department concerned in order that corrective sups may be taken. 

(B) The bead of each Department b directed to take prompt and 
stringent administrative action against any officer or employee of the 
United States, at any level of employment, determined to have been re- 
sponsible for any release or disclosure of national security information or 
material in a manner not authorized by or under this order or a directive 
of the President issued through the National Security Council* Where a 
violation of criminal statutes may be involved. Departments will refer 
any sucHcase promptly to the Department of Justice. 

Sac. 1*4. Revocation of Executive Order No. 10501 . Executive Order 
No. 10501 ol November 5, 1953, as amended by Executive Orders No. 
10816 of May 8, 1959, No. 10901 of January 11, 1961, No. 10964 of 
September 20, 1961, No. 10985 of January 15, 1962, No. 11097 of 
March 6, 1963 and by Section 1(a) of No. 11382 of November 28, 1967, 
is superseded as of the effective date of this order. 

Sac. 15. Effective dote. This order shall become effective on June 1, 
1972. 

The White House, 

Morch 8, 1972. 

[FK Doc 72-3712 Filed 3-9-72; II tOl *»] 
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Appendix IV.— “Reorganization of the Intelligence Community” 

(November 5, 1971) 

1411 WEEKLY COMPILATION OP MtSlOtNIIAl DOCUMENTS. NOVIMIfft 8, 1971 


Reorganization of the U.S. 

Intelligence Community 

Announcement Outlining Management Steps for 
Improving the Effectiveness of the Intelligence 
Community . November 5, 1971 

The While House announced today that the President 
has directed a number of management steps to improve 
the efficiency and effectiveness of the U.S. foreign intelli- 
gence community. 

The President's objectives are to ensure : 

— Continuing review of the responsiveness of the U.S. 
intelligence effort to national needs. 

— Strengthened leadership for the community as a 
w hole. 

— More efficient use of resources in the collection of 
intelligence information. 

— elimination of less efficient or outmoded activities. 

— Improvement in the quality, scope, and limetiness 
of intelligence information. 

The improvements directed by the President follow an 
exhaustive study conducted at his direction by the staffs 
of the National Security Council (NSC) and the Office 
of Management and Budget (OMB) with contributions 
from the President’s Foreign Intelligence Advisory' Board 
(PFfAB), the President’s Science Advi>er, and the intelli- 
gence community. 

The major management improvements include: 

-.In enhanced leadership role for the Director of Cen- 
tral Intelligence (DC I) in planning, reviewing, co- 
ordinating, and evaluating all intelligence programs 
and activities, and in the production of national 
intelligence. 

— Establishment of a National Security Council In - 
itlh^nce Committee, chaired by the Assistant to the 
President for National Security Affairs. Its members 
will include the Attorney General, the DCI, the 
Under Secretary of State, the Deputy Secretary of 
Defense, and the Chairman of the Joint Chiefs of 
Stall. The Committee will give direction and guid- 
ance on national intelligence needs and provide for 
a continuing evaluation of intelligence products from 
the viewpoint of the intelligence user. 

— Establishment of a Net Assessment Group uithin the 
National Security Council Staff. The gTOup will be 
headed !>v a senior >taff member and will be respon- 
sible for reviewing and evaluating all intelligence 
products and for producing net .cssrssments. 

— Establishment of an Intelligence Resources Adiisary 
Committee, chaired by the DCI, including as mem- 
bers a senior representative from the Department of 
State, the Department of Defense, the Office of 
Management and Budget, and the Central Intelli- 
gence Agency. This Committee will advise the DCI 


on the preparation of a consolidated intelligence pro-’ 
gram budget. 

— Reconstitution of the United States Intelligence 
Hoard chaired by the DCI, including as members the 
Deputy Diret lor of Central Intelligence (Vice Chair- ( 
man); Director of Bureau of Intelligence and 
Research, State Department; Director of National 
Security Agency; Director of the Defend Intelligence 
Agency; representatives of the Secretary of the Treas- 
ury and of the Director of the Federal Bureau of In- 
vestigation and the Atomic Energy CoinmUsion. The 
Board will adviae and a.*iit the DCI with respect to 
the production of national intelligence, the establish- 
ment of national intelligence requirements and priori- 
ties, the supervision of the dissemination and security 
of intelligence material, and the protection of intelli- 
gence sources and methods. 

The President has also directed certain changes in the 
Department of Defense’s intelligence organization. 

A National Cryptologic Command will be set up under 
the Director of the National Security Agency. Under this 
command will be consolidated activities now carried out 
by separate agencies. A further change is the consolida- 
tion of all Department of Defeme personnel security in- 
vestigations into a single Office of Defense Investigations. 

The President has also directed that a Defense Map 
Agency be created by combining the now separate map- 
ping, charting, and geodetic organizations of the military- 
services in order to achieve maximum efficiency and 
economy in production. 
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Appendix V.— Additional correspondence and materials relating 
to the General Accounting Office. 

Part A.— Letter of July 31, 1975, from Elmer B. Staats, Comp- 
troller General of the United States, to Chairman Pike, and 
attachment 


COMPTROLLER GENERAL OF THE UNITED STATES 
DC. 


July 31, 1975 


The Honorable Otis Pike, Chairman 
Select Committee on Intelligence 
House of Representatives 

Dear Mr. Chairman: 

The Committee has requested our assistance in updating 
material we furnished to Senator William Proxmire in a letter 
dated Hay 10, 1974. The letter discussed congressional over- 
sight and control over U.S. intelligence activities and our 
involvement in reviewing and auditing such activities. We 
have also been asked to identify various restrictions placed 
on our access to intelligence personnel and information and 
their effect on our work and to recommend any changes we 
believe would improve our effectiveness or facilitate the 
congressional oversight function in this area. 

Our May 1974 letter includes as part of the U.S. intel- 
ligence community the National Security Council; Central 
Intelligence, Defense Intelligence, and National Security 
Agencies; Army, Navy, and Air Force intelligence components; 
Federal Bureau of Investigation; Department of the Treasury; 
Atomic Energy Commission {now the Energy Research and Devel- 
opment Administration); and Bureau of Intelligence and 
Research of the Department of State. 

CONGRESSIONAL OVERSIGHT AND CONTROL 


Our May 1974 letter pointed out that the determination 
made in 1949 — that congressional oversight would be limited 
to reviews by the relatively few members serving on desig- 
nated oversight committees or subcommittees — remained un- 
changed, although there has been extensive and increasing 
concern on_ the part of individual Members of Congress with 
the level of oversight and independent surveillance over the 
intelligence community. 

Also, we pointed out that various Members of Congress 
have in the past raised the question of the sufficiency of 
congressional access to information about the activities of 
the intelligence community in light of the constitutional 
provision that no money may be spent from the public trea- 
sury unless appropriated by Congress. 
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As your Select Committee addresses the question of 
the adequacy of U.S. congressional oversight and control 
of U.S. intelligence activities, the information discussed 
below concerning our role may be useful. 

GAO ACTIVITIES IN THE 
INTELLIGENCE COMMUNITY 

GAO * s basic audit authority is contained in the Budget 
and Accounting Act of 1921, the Accounting and Auditing Act 
of 1950, and the Legislative Reorganization Act of 1970. 

These statutes direct GAO to examine and audit the activi- 
ties of each executive branch agency and grant GAO access 
to these agencies' records and information as necessary to 
discharge this responsibility. GAO's authority is extensive, 
encompassing not only financial auditing but also management 
reviews and evaluations of programs and activities. Broad 
access to records and information is necessary to accomplish 
these tasks. However, certain restrictions on GAO audit 
authority are provided by Jaw, including instances where 
moneys are accounted for solely on certification by the 
head of a department or establishment. Appendix I details 
the primary statutory provisions for GAO audits and reviews 
of agency activities and identifies specific statutory 
restrictions on audits of the intelligence community. 

As discussed in our Hay 10, 1974, letter, our contacts 
with and work in the intelligence community over the years 
have been limited. Vie stated that we had had sufficient 
contact to enable us /to identify basic problems involved 
in obtaining information from and about intelligence organi- 
zations. In addition to basic disagreement over our right 
of access to certain information, the intelligence community 
generally requires special security clearances, which are 
expensive to process and require at least 6 months or more 
to complete.l/ 

Currently, 11 GAO professional staff members have the 
special clearances required to examine military intelli- 
gence matters. This is al 1 that have been requested, 
except for two additional clearances, requested recently, 


1 / Clearances for top secret defense data and restricted 
atomic energy data are not considered sufficient for access 
to intelligence data. 
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that are in process. Three of these professional staff 
members are presently involved in work at the National 
Security Agency; the remaining eight are at the management 
levels in Washington. 

Our May 10, 1974, letter outlines various instances in 
which we tried to examine certain intelligence matters but 
were unable to gain access to the necessary information. 

The following cases illustrate our experience in performing 
reviews within or related to intelligence activities since 
May 1974. 

1. In July 1974 the Chairman, Special Subcommittee 
on Intelligence, House Committee on Armed Services, 
requested us to examine the reasonableness of the divesti- 
ture of a proprietary interest by the Central Intelligence 
Agency. After discussions with Subcommittee representa- 
tives the request was modified to that of an examination 

of the reasonableness of the Agency* s procedures for achiev- 
ing the divestiture, due to the limited time available prior 
to execution of the divestiture. This examination was made 
by personnel having no special intelligence security clear- 
ance, although they had other security clearances. A report 
on this matter was issued to the Subcommittee in August 1974. 

2. At the request of the Chairman, House Judiciary 
Committee, we are reviewing the Federal Bureau of Investi- 
gation's domestic intelligence operations. This review 
involves examining policies, procedures, and the applica- 
tion of resources to these operations/ To determine how 
the Bureau carries out its domestic intelligence activity, 
it is necessary for us to review investigative cases. 

The Bureau was concerned that GAO's having free access 
to its domestic intelligence files could negatively effect 
its capability to develop informants and conduct intelli- 
gence investigations. Accordingly, a procedure was worked 
out whereby the Bureau prepared special summaries of the 
case files randomly selected by GAO for review. These 
Bureau-prepared summaries ana followup interviews with 
appropriate personnel associated with the sample cases is 
providing information on how the Bureau's policies and pro- 
cedures are carried out in domestic intelligence investi- 
gations. To ensure the accuracy of the summaries, however, 
we need to verify the information contained in the case 
summar ies. 
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We proposed a verification procedure by which we would 
randomly select documents from the case files and insure 
that these documents were accurately reflected in the sum- 
maries. The Bureau could block out the names of its infor- 
mants from the documents before giving them to us. However, 
the Attorney General and the Bureau's Director have not, to 
date, been willing to allow us access to these documents and 
^ have so notified the Chairman of the Judiciary Committee; 

therefore our report to the Committee will be based largely 
on unverified data furnished by the Bureau. 

3. In October 1974 the Chairman, Subcommittee on 
Europe, House Committee on Foreign Affairs (now Committee 
on International Relations) requested us to examine the 
adequacy of executive branch • procedures for monitoring the 
provisions of Joint Resolution 1167 relating to the condi- 
tions Turkey was to meet to preclude a cutoff of U.S. aid. 

We were unable to obtain and verify Central Intelligence 
Agency information or analyses that we believed necessary, 
and consequently we could not make the requested review. 

4. On November 4, 1974, Senator James Abourezk 
requested us to identify former oil company officials 
currently employed by 11 Federal agencies, including the 
Central Intelligence Agency. On January 17, 1975, the 
Comptroller General sent a letter to the Director, Central 
Intelligence Agency, requesting this information. The 
Agency has not responded to this letter, and efforts to 
contact the Agency to determine whether it plans to respond 
have been unsuccessful. We have drafted a report to the 
Senator that contains no Information from the Central 
Intelligence Agency. 

5. -In May 1975 the Chairman, Special Subcommittee on 
Intelligence, House Committee on Armed Services, requested 
us to examine the reasonableness of the procedures followed 
in the divestiture of a second proprietary interest by the 
Central Intelligence Agency. The Agency gave us excellent 
cooperation, which permitted us to carry out this review 
expeditiously. 

6. Since May 1974 the Senate Government Operations 
and Senate Budget Committees have requested us to secure 
and compile personnel and budget data on U.S. intelligence 
agencies and on police and investigative activities through- 
out the Federal Government. Although we did obtain some 
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data on State Department, Atomic Energy Commission, and 
some Defense Department intelligence activities, we were 
refused data by the Office of Management and Budget for 
the Central Intelligence Agency, National Security Agency, 
and certain other sensitive Defense intelligence activi- 
ties, We were directed to the congressional intelligence 
oversight committees for this data. Because select con- 
gressional committees have been created to investigate 
^ intelligence operations, we decided not to make any further 
attempts to obtain data on the Central Intelligence and 
National Security Agencies and sensitive Defense activities. 

With respect to the Federal Bureau of Investigation, 
we were advised that its Intelligence Division performs 
intelligence and counterintelligence activities relating 
to sabotage, espionage, and other matters affecting the 
national security. A Bureau official estimated that 23 
percent of the' Bureau's resources are directed to security 
matters carried out primarily by the Intelligence Division. 
Bureau officials stated, however, that an exact identifi- 
cation of Intelligence Division activities and related 
funds would require a high-level policy decision within 
the Bureau before this information could be released. V7e 
did not pursue this course because a detailed GAO review 
of the Bureau is currently being made. 

7. At the National Security Agency we have received 
excellent cooperation to date. Our reviews there in the 
past were limited to administrative compliance audits; 
we had not conducted' management-type reviews. Recently, 
however, we began acquiring rather extensive background 
information on Agency operations, preparatory to under- 
taking more substantive reviews in selected areas. 

Aside from the National Security Agency where broader 
work is in the preliminary stage, v>e have not made and are 
not making self-initiated program and activity reviews 
within the intelligence community. YJe are unaware of any 
information having been given to us with the proviso that, 
for jurisdictional or security reasons, it not be shared 
with individual Members or Committees of Congress. 

The only legislative changes which have either 
expanded or restricted our authority since Kay 1974 in- 
volve the deletion of language of Defense appropriation 
acts under the title “Operation and Maintenance." Before 
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1974 , these annual appropriation acts contained special 
language which made the Defense and Service Secretaries* 
determinations on such confidential expenses final and 
conclusive on U.S. Government accounting officers- As 
a result of these restrictions, v;e were precluded from 
reviewing these expenditures- Such restrictions have 
generally been eliminated and we plan to consider these 
special funds as we select Defense programs for future 
review. Kowever , from the following table, it may be 
seen that such funds are only a minor amount of what 
has been estimated by others to be an aggregate annual 
intelligence budget of no less than $6 billion. 

Amounts Provided for Confidential Military 
Purposes by the 1974 and 1975 
Department of Defense Appropriation Acts 


Operation and 

Fiscal 

year 19 74 

Fiscal 

year 1975 

maintenance 

(Publ ic 

Law 93-238) 

(Publ ic 

Law 93-4.17) 



(000 

omitted) 


Army 

$ 

3,0 69 

$ 

2,609 

Navy 


4,242 


3,707 

Air Force 


2,343 


2,293 

Defense agencies 
Contingencies, 


5,448 


6,518 

Defense 

f 

5,000 


2,500 

Total 

$20,302 

$17,707 


OBSERVATIONS 


In general, GAO has not taken the initiative in press- 
ing for oversight of intelligence operations but has made 
serious efforts to assist the committees on a request basis. 
Even so, we continue to have serious difficulty in obtaining 
information from and about the intelligence community in 
those limited instances where intelligence information is 
germane to the issues we are addressing. Cn occasion, the 
community cooperates to the extent of giving us certain 
requested information but even then v:e are afforded insuf- 
ficiently broad access to agency records to independently 
verify the accuracy and/or completeness of the material 
supplied to us, precluding us from reporting to the Congress 
in a way that would materially contribute to the exercise of 
its oversight function. 
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Also lacking, in our opinion, is any clear-cut mech- 
anism for acquiring access to information when our views 
and the agency's views differ as to our right tc access, 
such as power to enforce access in court. 

We believe a strong congressional endorsement will 
be necessary to open the doors to intelligence data wide 
enough so that we can make the meaningful reviews of 
intelligence activities that would assist the Congress 
in performing its oversight function. 

We have been asked for our views on how congressional 
oversight and control over the intelligence community might 
be improved in the context of the sensitivity necessarily 
attached to intelligence matters and the desire to reduce 
the risk of leakage by minimizing the number of people 
having access to intelligence data. Our experience in the 
intelligence community, as indicated above and in our letter 
to Senator Proxroire, has been relatively limited. Kov;ever , 
we have had sufficient experience to identify the hard 
policy questions, outlined below, that we conclude deserve 
congressional attention and that your Committee undoubtedly 
will focus upon. 

1. Significant amounts of public funds are spent for 
intelligence, but only a small congressional minority has 
access to the use planned to be made of these funds. V;e 
believe, therefore, that the Congress should once again, 
as it has in the past, consider the manner in which over- 
sight of the intelligence community is managed in the light 
of the constitutional provision that no moneys be spent from 
the publ ic treasury unless appropriated by the Congress. In 
this regard, the Congress should consider the role GAC is to 
play in what the Congress ultimately decides should ba the 
requisite congressional approval of intelligence community 
funding and activities. GAO's role should be sufficiently 
clarified so that it can determine its reporting responsi- 
bilities. 

2. The Central Intelligence Agency, in effect, serves 
as more than an intelligence agency. In addition, a number 
of authorities have expressed concern that it has been per- 
mitted to enlarge its purpose and to exceed the authority 
contained in its enabling legislation. 
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We believe the Congress should address the questions 
of whether some broad policy guidelines and criteria for 
certain types of covert notional security activities should 
be established by legislation; whether any agency respon- 
sible for intelligence collection should also be responsible 
for carrying out actions; and whether the existing congres- 
sional system for identifying, approving, or disapproving 
significant individual covert projects is adeqaute. 

3. The U.S. intelligence budget annually accounts, 
according to various estimates by others, for ^percent to 
5 percent of the Federal budget, depending on whether the 
cost of such things as reconnaissance aircraft and scouting 
submarines are charged to intelligence or to other functions. 
The U.S. intelligence operation basically involves (a) deter- 
mining requirements, (b) collecting, (c) analyzing, and 
(d) producing and disseminating the product. The U.S. intel- 
ligence community is such a highly compartmentalized structure 
of organization and management that only a few people at the 
top have visibility and cognizance of all activities. With 
a large number of agencies involved in intelligence collection 
constituting a vast network of collection points, the inherent 
possibilities for duplication, conflict, and unnecessary col- 
lection are substantial. Given this situation, the question 
arises as to the adequacy of the available management review 
function. Are the agencies within the intelligence community 
so organized and structured as to permit such a management 
reviev; function as an ,, internal ,, matter? If not, can they 
be made so to enhance the possibility of effective congres- 
sional oversight management review, either by the oversight 
committees themselves' or with the assistance of GAO or others? 

We are hopeful that the above information will be useful 
to you and your Committee in its studies of U.S. Government 
intelligence activities. 



Comptroller General 
of the United States 
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PRIMARY STATUTORY PROVISIONS RELATING 
TO GAO AUDITS AND REVIEWS OF THE 
ACTIVITIES OF INTELLIGENCE AGENCIES 

In general, the Comptroller General has a statutory right to access 
to the books and records of Federal agencies for the purpose of carrying 
out his duties, unless specifically barred by statute. This attachment 
is in two parts. Tart one identifies the primary statutory material 
conferring the right of access on the Comptroller General. Part two 
identifies the components of the "intelligence Community" and specific 


statutory restrictions on the Compl roller General's access to information 


relating to those components. 


I. PRIMARY STATUTES GIVING THE COMPTROLLER ACCESS 
TO INFORMATION AND AWN DATE TO REVIEW AGENCY 
ACTIVITIES; GENERAL. 

A. BUDGET AND ACCOUNTING ACT. 1921 , AS AMENDED 
(31 U.S. C.,§1 ct seq. , -12 Slat. 20): 

■ For the purpose of conducting audits and reviewing agency activities, 

the GAO has, under 31 U. S. C. §5*1, 42 Stat, 20, legal right of access 

to any books, documents, records or papers of the Executive departments. 

That statute states in pertinent part: 

"All departments and establishments shall 
furnish to the Comptroller General such information 
regarding the powers, duties, activities, organiza- 
tion. financial transactions, and methods of business 
of their respective offices as he may from time to 
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time require of them: and the Comptroller General, • 

or any of his assistants or .employees, when duly 
authorized by him, shall, for the purposes of securing 
such information, have access to and the right to 
examine any books, documents, papers, or records 
of any such department or establishment, * * *" 

This statutory right of access to information is a necessary adjunct 
to the obligation imposed upon the Comptroller General to "investigate 
* * matters relating to the receipt, disbursement and applicatio n 
of public funds * * *" (31 U.S.C. §53, 42 Stat. 20; emphasis added,) 

13* LEGISLATIVE REORGANIZATION ACT OF 1970, AS AMENDED 
(31 U.S.C. §1151, et se^. , P. L. 91-510, 84 Stat 1140): 

This Act provides for the development, establishment and maintenance 

of a standardized data processing and information system, 31 U.S.C, 

* 

§1151 states in part: 

"The Secretary of the Treasury and the Director 
of the Office of Management and Budget, in coop*, ra- 
* tion with the Comptroller General of the United Slates, 
shall develop, ( establish, and maintain, for use by all 
Federal agencies, standardized data processing and 
information systems for fiscal, budgetary, and 
program-related data and information. 11 

31 U.S.C, §1152 calls upon the Comptroller General to develop 
and maintain standard terminology for Federal fiscal, budgetary and 
program related data and information, and to assist congressional 
committees in developing their information needs. Jn addition, 31 
U.S.C, §1153 provides in pertinent part: 
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n <a) Upon request of any committee of either 
House, of any joint committee of the two Houses, 
of the Comptroller General, or of the Director of 
the Congressional Budget Office, the Secretary of 
the Treasury, the Director of the Office of Manage- 
ment and Budget, and the heads of the various 
executive agencies shall- - 

(1) furnish to such committee or joint committee, 
the Comptroller General, or the Director of the 
Congressional Budget Office information as to the 
location and nature of available fiscal, budgetary, 
and program- related data and information; 

(2) to the extent practicable, prepare summary 
tables of such data and information and any related 
information deemed necessary by such committee 
or joint committee, the Comptroller General, or 
the Director of the Congressional Budget Office; 

* * " 

Lastly, and most importantly for the purposes of this discussion, 
31 U.S, C. §1154(a) provides: 

"(a) The Comptroller General shall review and 
evaluate the results of Government programs and 
activities carried on under existing law when 
ordered by either House of Congress, or upon his 
own initiative, or when requested by any committee 
of the House of Representatives or the Senate, or 
any joint committee of the two Houses, having 
jurisdiction over such programs and activities,". 

This latter provision must necessarily be read together with 31 U. S. C, 

§54 providing for access to information in order for it to be effectuated. 
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II. primary statutes affecting review of agency 

ACTIVITIES IN THE INTELLIGENCE COMMUNITY. 

A. BOARDS AND COUNCILS: 

1. National Security Council (NSC ): 

• NSC intelligence Committee 

* NSC Not Assessment Group 

50 U. S.C. §402 establishes the NSC. Appropriations are 
line item in the appropriation for the Executive Office of the 
President. 

Review Restrictions; No apparent statutory restriction on 
audit authority. 

2. Intelligence Resources Advi s ory Committee : 

Established by November 5, 1971 Presidential Directive 

Probably funded by funds from Executive Office of the President 
or NSC. 

Review Restrictions* No apparent statutory restriction on 
GAO audit authority, but tins would depend on source of 
funds. 

3 . U. S. Intelli g ence Board • 


Same as Intelligence Resources Advisory Committee 
(see above). 
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4. Foreign Intelligence Advis or y Board ? 

Established by section 5 of Executive Order 11460, 
March 20, 19G9. 

Review Restrictions; No apparent statutory restrictions 
on GAO audit authority. 

B. AGENCIES: 

l. Central Intel li gence Agency (CIA) : 

Established by 50 U. S. C. 403, et seq. 

Review Restrictions: 

a, 50 U.S. C, §403j, (b) - Funds available to the CIA 

M may be expended without regard to the 
provisions of law and regulations relating to 
the expenditure of Government funds; and for 
objects of a confidential, extraordinary, or 
emergency nature, such expenditures to be 
accounted for solely on the certificate of 
the Director and every such certificate shall 
be deemed a suficient voucher for the amount 
therein certified, u 

b. 50*U. S. C, § 403f. (a): 

In the performance of its functions CIA is authorized to 
transfer to and receive from other Government agencies 
such sums as may be approved by the Office of Management 
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c. 50 U. S, C. § 403g : 

CIA is exempt from the provisions of any laws which require 
the publication or disclosure of the organization, functions, 
names, official titles, salaries or numbers of personnel 
employed by the agency. 

2. Defense Jntclligency A gency (DIA ): 

Established by DOD Directive 5105. 21, August 1, 19G1. 
Appropriations may include those listed as "intelligence and 
Communications Activities" within the DOD appropriations, 

Review Restrictions: 

A certain portion of the "intelligence and Communications 

Activities" funds are set aside for use by the Secretary of Defense 

"on his certificate of necessity for confidential military purposes * * *" 

P. L. 93-437, Octobers, 1974. Otherwise, no apparent statutory 

/ 

restrictions on GAO audit authority. 

3 . A rmed Services Intelligence: 

- Army Intelli gence 

- Navy Intelli gence 

- Marine Corps In tel ligence 


• Air Force In toll i pence 
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Funds io support- intelligence activities are contained in the 
appropriations for each of the military services. 

Review Restrictions: A portion of the Services 1 funds are set 
aside ftv r ^em e rgo ncie s and extraordinary expenses to be expended 
on the approval or authority of the Secretary of the [Service] and 
payments may be made on his certificate of necessity for confidential 
military purposes. n See, e. g. , P. L. 93-437, October 8, 1074. 
Otherwise, there is no apparent restriction on GAO audit authority, 
at least with respect to the Army and Air Force. Unlike these two 
cervices, however, the Navy has a separate authorizing statute, 

10 U. S. C. §7202(a) (which is specifically referred to in P. L. 93-437, 
title 111) ‘which states: 

n Within the limits of appropriations made for the 
purpose?, the Secretary of the Navy may provide for 
any emergency or any extraordinary expense that 
arises in the .Department of the Navy and that can- 
not be anticipated or classified. When it is so 
provided in such an appropriation, the funds may be 
spent on approval or authority of the Secretary for 
anypurpo.se he determines to be proper,. and such 
a determination is filial and conclusive upon the 
accounting officers of the United States. The 
Secretary may certify the amount of any such 
expenditure that he considers advisable not to 
specify, and his certificate is a sufficient voucher 
for the expenditure of that amount, " 


58-920 0 - 75 - 30 
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4* National Security Agency (NSA)r 
- National Cryptologic Command 

Established by 50 U. S. C. §402 (note), Public Law 86-3G; 
DO D Directive 5100. 23, May 17, 1967. 

Funding: probably same as the Defense Intelligence Agency 
(see above). 

Review Restrictions: (Section 6(a) of P. L. 86-36) With one 
exception which is not pertinent, no law shall be construed to require 
the disclosure of the organization or any function of NSA, of any 
information with respect to the activities thereof, or of the names, 
titles, salaries or number of the persons employed by such agency. 

In our letter to Senator Phoxmire dated May 10, 1974, B-17029G, 

we took the position that/this section should not be construed as 

i- 

prohibiting GAO access on a confidential basis, but only as prohibiting 
disclosure to the public at large. 

•5. Dcpartmentof State - Bureau of Intelligence and Research : 
Review Restrictions: No apparent statutory restrictions 
on GAO audit authority, but this would depend on the 
6ourcc of the funds. 
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6. Energy Research and Development Administration 
P.L. 93-438, §104 (42 U.S.C. §5810) approved October 11, 1974, 
abolished the Atomic Energy Commission. Prior to its abolition, 42 
U.S.C* §2017 had provided that appropriations acts could specify portions 
to be accounted for solely upon the certification of the commission. No 
comparable provision appears in P. L. 93-438 (42 TJ.S.C. §5801 et seq . ) 
creating the Energy Research and Development Administration. P. L 
93-430, 42 U.S.C. §5875 requires annual authorization of appropriations. 
A$ of May 20, 1975, no appropriations statute has been passed for 
E.U.D.A., which is presently operating with funds transferred generally 
from A. E. C. appropriations. It remains to be seen Whether the E. R D. A. 
appropriations acts will contain provisions substantially similar to former 
42 U.S.C. §201 7(b), 

• 7. Federal Bureau of Investigation : 

r 

Established by 28 U.S.C. §531 et seq . , and funded by 
annual appropriations. 

Review Restrictions: 28 U.S.C. §537 provides that some FBI 
appropriations are available for expenses of unforeseen emergencies 
of a confidential character, when so specified in the appropriation 
concerned, to be spent under the direction of the Attorney General. 

The Attorney General shall certify the amount spent that he considers 
advisable not to specify. His certification is "sufficient voucher for 
the amount * * * spent. 11 
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Part B.— “The Right of Access of the General Accounting Office 
to Intelligence Agency Data” (Congressional Research Service; 
September 16, 1975). 



THE LIBRARY OF CONGRESS 
Congressional Research Service 


WASHINGTON, DC. 20540 


THE RIGHT OF ACCESS OF THE GENERAL ACCOUNTING OFFICE 
TO INTELLIGENCE AGENCY DATA 


The General Accounting Office (GAO) was created by the Budget and 

Accounting Act of 1921. 42 Stat. 20; 31 U.S.C. 1 et se£. (1970). It was 

vested with all the powers and duties of its predecessors, the six auditors 

and the Comptroller of the Treasury. Since that time, several pieces of 

legislation have broadened its reporting requirements and auditing activi- 

1 / 

ties. The GAO vas set up to be ^independent of the executive depart- 

2j 

monte”; its basic purposes are to "assist the Congress, its committees, 
and its lumbers to carry rut the: r legislative and o erseeing responsibili- 
ties, consistent with its role as an independent non-political agency in 
the legislative branch; carry out legal, accounting, auditing, and claims 


T7 See: Government Corporation Control Act, 59 Stat, 597 09^5); 31 U.S.C. 
84l et seq . (1970). Legislative Reorganisation Act of 19^*6, Section 206, 

60 StatToS?; 31 U.S.C. 60 (197C). Budget and Accounting Procedures Act 
of 195% 64 Stat. 332; 31 U.S.C. 65; 16 U.S.C. 452, 24 U.S.C. 270, 31 U.S.C 

2, 11 , 14, 16, lPa , 1%, 22-2% 65-67, 581- 581c, 62% 719 , 847 ( 1970 ). 

Legislative Reorganization Act of 1970, Title II, 04 Stat. Il40; 31 U.S.C. 
1151-57, 1171-76 (1970). Federal Election Campaign Act of 1971, 86 Stat. 

3; 2 U.S.C. Ji31 et see. , 47 U.S.C. 801 et cejn. (Supp. 1973). Presidential 
Election Campaign Fund Act, of 1966, 80 Stat. 1539 J ,26 U.S.C. 6096, 31 
U.S.C. 971-73 (1970). Presidential Campaign Fund Act^ 05 Stat. 407 (1971 
25 U.S.C. 9001 et sea . (Supp. 1973) 

2/31 U.S.C. 4?_ (1970) 
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I 

settlement functions with respect to Federal Government programs and opera- 
tions as assigned by the Congress; and make recommendations designed to make 

2 / 

Government operations more efficient and effective/* 


The mission of the GAO under the Comptroller General in the area of 
investigations and reports is set out at 31 U.S.C* 53 (1970): 

a) The Comptroller General shall investigate, at the 
seat of government or elsewhere, all natters rela- 
ting to the receipt, disbursement, and application 
of public funds, and shall make to the President 
when requested by him, and to Congress at the be- 
ginning of each regular session, a report in writ- 
ting of the work of the General Accounting Office, 
containing recommendations concerning the legis- 
lation he may deem necessary to facilitate the 
prompt and accurate rendition and settlement of ac- 
counts, and concerning such other matters relating 
to the receipt, disbursement, and application of 
public funds as he may think advisable. In such 
regular report, or in special reports et any time 
when Congress is in session, he shall make recom- 
mendations looking to greater economy or effi- 
ciency in public expenditures-. / 

b) Ho shall mak^ such investigations and reports as 
shall be ordered by either House of Congress or by 
any committee of either House having jurisdiction 
over revenue, appropriations, or expenditures. The 
Comptroller General shall also, at the request of 
any such committee, direct assistants from his of- 
fice to furnish the committee such aid and informa- 
tion as it may request, 

c) The Comptroller General shall specie lly report, to 
Co ngress~ every expenditure or contract rttde by any 
department or establishment 5n any year in viola- 
tion of law. 


3/ United" States Government Manual 1071 * -75 et 41 , 
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d) lie shell submit to Congress reports upon. the ade- 
quacy and ef ~ectiveness of the administrative ex- 
amination of accounts and claims in the respective 
departments and establishments and upon the ade- 
quacy en<" effectiveness of departmental inspection 
of the offices ani accounts of fiscal officers. 

e) He shall furnish such 5 nforr.pt '.on relating to ex- 
penditures and accounting to the Bureau of the Bud- 
get £“ now Office o£ Management and Budget J as it 
may reouest from tire to time. June 10, 1921, c . 

18, Title III, See. 312, 42 Stat. 25. 

The Comptroller General is specifically assigned the task of making expen- 
diture analyses of executive agencies and to furnish such reports to con- 
gressional committees. Ho agencies are exempted in the statute (31 U.S.C. 
60), which provides: 

The Comptroller General is authorized and directed 
to make an expenditure analysis of each agency in 
the executive branch of the Government (including 
Government corporations) , which, in the opinion 
of the Comptroller General, villi enable Congress 
to determine whether public funds have been eco- 
nomically and efficiently administered snd ex- 
pended. Reports on such analyses shall be sub- 
mitted by the Comptroller General, from time to 
time, to the Committees on Government Operations, 
to the Appropriations Committees, and to the Leg- 
islative Committees having jurisdiction over leg- 
islation relating to the operations of bhe re- 
spective agencies, of the two Houses. Aug. 2, 1946, c.753 
Title II, Sec. 206, 60 Stat. 837. 

Compliance by executive agencies with requests for information 

and data from the Comptroller General is also required by statute (31 U.S.C. 

54), and only one limitation is placed on the demands which may be made: 

All departments and establishments shall furnish 
to the Comptroller General such information re- 
garding the powers, duties, activities, organi- 
zation financial transactions, and methods of 
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business of their respective offices as he may 
from time to time require of them; and the Comp- 
troller General, or any of his assistants or 
employees, vhen duly authorized by him, shall, 
for the purpose of securing such information, 
have access to and the right to examine any 
books, documents, papers, or records of any such 
department or establishment. The authority 
contained in this section shall not be appli- 
cable to expenditures made under the provisions 
of section 107 of this Title. June 10 , 19 ? 1 , 
c. 18, Title III, Sec. 313, Stat. 26. 

31 U.S.C. 107 (1970) provides that: 

Whenever any sun of money has been or shall be 
issued, from the Treasury, for the purposes of 
intercourse or treaty with foreign nations, in 
pursuance of any law, the President is author- 
zed to cause the same to be duly settled an- 
nually with the General Accounting Office, by 
causing the sane to be accounted for, speci- 
fically, if the expenditure may, in his judg- 
ment, be made public; and by making or causing 
the Secretary of State to make a certificate 
of the amount of such expenditure, os he nay 
think it advisable not to specify; and every 
such certificate shall be deemed a sufficient 
voucher for the sun therein expressed to have 
been ex-pended. R.S. Sec. 291; June 10, 1021, 
c. 18, Title III, Sec. 30U, U? Stat. 

31 U.S.C. 107 (a) provides for the delegation of the authority to account 

by certificate: 


The Secretary of State may delegate to subor- 
dinate officials the authority vested in him 
by section 107 of this title pertaining to 
certification of expenditures. Aug. 5, 1953, 
c. 328, Title I, Sec. 101, 6? Slot. 3^8. 

The authority of the President to so spend on certificate alone derives from 

the Act of February 0, 1973, e. Sec. 2, 1 Stat. 300. While this is the 

only such spending specifically exempted under 31 U.S.C. 54, other legisla- 
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tion has “been passed which authorizes certificate spending for other 
agencies as well. 

Despite language seeming to bestow very broad authority upon the 
GAO to gain access to executive agency data, there are two provisions of 
lav: which reveal a degree of recognition that procedures may have to be 
tailored in some measure to the particular agency under scrutiny. In its 
"declaration of policy” in the Accounting and Auditing Act of 1950> Con- 
gress declares as policy that ”/f_7 ull consideration be given to the needs 
and responsibilities of both the legislative and executive branches in the 
establishment of accounting and reporting systems end requirements . M 31 
U.S.C. 6 5 (b) (1970). The scope of GAO inquiry is to some degree to be a 
decision of the Comptroller General. 

It is declared to be policy that "^e^Jmphasis be placed on effect 
ing orderly improvements resulting in simplified and more effective account 
ing, financial reporting, budgeting, and auditing requirements and proce- 
dures and on the elimination of those which involve duplication or which do 
not serve a purpose coramensurete with the costs involved. " (italics added) 
31 U.S.C. 69 (c) (1970). And 31 U.S.C, 67(2) (1970) reinforces this policy 
of vesting some discretion in the Comptroller General: 

Except as otherwise specifically provided by law, 
the financial transactions of each executive, leg- 
islative, and judicial agency, including but not 
limited to the accounts of accountable officers, 
she] 1 be audited by the Cenerr.l / c count ing Office 
in nec.-rfrnce with such principles 2nd procedures 
enc. under such rules end regulations es may be 
prescribed by the Comptroller General of the 
United States. In the deteiuunai :* on *>f auditing 
procedures to be followed and the extent of 


examination of vouchers and other documents, the 
Co:npt roller General shell give due record to 
generally accepted principles of auditing, in- 
cluding consideration of the effectiveness of ac- 
counting organizations and systems, internal au- 
dit and control, and related administrative prac- 
- tices of the respective agencies . Sept. 12, I950, 

c. 946, Title I, pt. IT, Sec. 117, 64 Stat. 837. 

Ilouhcrc in the statutory language of the lavs setting up and prescribing the 


duties and functions of the GAO is there any reference to a specific excep- 
tion in the case of agencies functioning in the area of intelligence col- 
lection or other Intelligence-related activities. 

There are, however, statutory exceptions to be found in the legis- 
lation pertaining to intelligence agencies themselves as veil as other exe- 
cutive departments. The CIA is so exempted under f*0 U.S.C. 403 (j) (h) 
which provides: 


The sums made available to the Agency nay be ex- 
pended vitheut regard to the provisions of lav 
and regulations relating to the expenditure of 
Government funds; and for objects of a confiden- 
tial, extraordl nary> or emergency nature, such 
expend! tures to be accounted for solely on the 
certificate of the Director and every such cer- 
tificate shall be deemed a sufficient voucher 
for the amount therein certified. June 20, 1040, 
ch. 227, Gee . 0, formerly Sec. 10, 63 Stat. 212, 
renumbered July ?, 1958 j Pub. L. 85-5^7 > Gee. 21 
(b) (2), 7? Stet. 337. 

Certificate spending by the Federal Eureau of Investigation is provided for 

in limited circumstances at 20 U.S.C. 537: 

Appropriations for the Federal Bureau of Investi- 
gation are available for expenses of unforeseen 
emergencies of a confidential character, vhen so 
specified in the appropriation concerned, to be 
spent under the direction of the Attorney General. 

The Attorney General shall certify the amount 
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spent that he considers advisable not to specify, 
and his certification is a sufficient voucher for 
the amount therein expressed to have been spent. 

Added Pub. L. 89-554, Sec. 4(c), Sept. 6 , 1966, 

80 Stat. 617. 

The National Security Agency (N.S.A.)is protected under Pub. L. 86-36, 

May 29 , 1959, 73 Stat. 63 , Section 6 : 

(a) Except as provided in subsection (b) of this sec- 
tion, nothing in this Act or any other lav includ- 
ing but not limited to, the first section and sec- 
tion 2 of the Act of August 28, 1935 (5 U.S.C. 

6$b) ) shall be construed to require the disclo- 
sure of the organization or any function of the 
National Security Agency, of any information with 
respect to the activities thereof, or of the names, 
titles, salaries, or number of the persons em- 
ployed by such egency. 

(b) The reporting requirements of section 1582 of Title 
10, United States Code, shall apply to positions 
established in the National Security Agency in the 
manner provided by section 4 of this Act. 

42 U.S.C. 2017(b) covers the Atonic Energy Commission:* 

Any Act appropriating funds to the Commission may 
appropriate specified portions thereof to be -ac- 
counted for upon the certification of the Commis- 
sion only. 

Several other statutory restrictions upon the audit authority of the GAO in 

norwintelligence-related areas have been enacted by Congress, frequently in 

V 

the form of certificate spending provisions. 


4/ See Legislation Relating To The Functions And Jurisdiction Of The General 
Accounting Office ) prepared by the Office of the General Counsel, General 
Accounting Office. January 1973* Chapter C. "Restrictions on Audit Author- 
ity." See Appendix. 


*AEC functions have now been transferred to the Energy Research and Develop- 
ment Administration and the Nuclear Regulatory Commission. 
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Regarding the CIA provision the General Counsel’s Office of the 
CAO has stated that "following the enactment of the Central Intelligence 
Agency Act of 19^9* the then Director of the Agency requested that, not- 
withstanding the very broad and unusual powers granted to the Central In- 
telligence Agency by the Act, an audit of expenditures at the site, as 
previously performed by the General Accounting Office, be continued. Ac- 
cordingly, the General Accounting Office continued to make audits of vou- 
chered expenditures, under the same arrangements that were in effect with 
the predecessor Central Intelligence Group. . .However, in view of the provi- 
sions of section 8 of the Central Intelligence Agency Act, and the lack of 
access for any substantive review of agency policies and of its practices 

s/ 

and procedures, an audit of voucher expenditures is not now being made.” 

In a letter to Senator William Proxmire, dated May 10, 197**, the then Act- 
ing Comptroller General explained the sequence of events leading to the 
present policy: 


Subsequent to the enactment of the Central Intel- 
ligence legislation, we broadened the type of audit we 
made of the activities of most Government agencies. We 
adopted the ’’comprehensive audit” approach under which 
ve construed an agency’s financial responsibilities as 
including the expenditure of funds and the utilization 
of property and personnel in furtherance of authorized 
programs or activities in an efficient, economical, and 
effective manner. We concluded in 1959 that this 
broader type o" audit was appropriate for our work at 
the CIA and was more likely to be productive of evalua- 
tions which would be helpful to the Congress and the 
Agency Director, We a. so determined that the previous 


5/ Id. , at~c73 
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limited audit work at CIA should not be continued. In 
the fall of 1959* ve agreed with the then Director of 
Central Intelligence to broaden our audit efforts at 
CIA on a trial basis. 

In 1961, after the trial period, we concluded 
that under existing security restrictions on our audit 
of CIA activities, we did not have sufficient access 
to make comprehensive reviews on a continuing basis 
which would produce evaluations helpful to the Congress. 

We further determined that continuation of the limited 
financial audit effort which we had conducted in prior 
years at the CIA would not serve a worthwhile purpose; 
we therefore proposed to cease all activities at the 
Agency. At about this same time the Agency was engaged 
in a major reorganization and strengthening of its comp- 
troller ar:1 internal audit functions. Concurrence in 
our proposal to terminate all audit efforts was forth- 
coming in 1962, and since that time we have not conducted 
any reviews at the CIA nor any Reviews which focus spe- 
cifically on CIA activities. 2/ 

Little in the way of legislative history is available on the CIA 
statutes due to the secret nature of the activities of the Agency. Both 
the National Security Act of 19^7 and the Central Intelligence Agency Act 
of 19^9 were considered in executive sessions by the congressional commit- 
tees concerned. Background material controlled by the Executive Branch is 
generally classified and therefore not available. But it seems clear that 
the provisions exempting the CIA from normal government procedures in the ex- 
penditure and accounting of funds were intentionally broad. In introducing 
the Central Intelligence Agency Act of 19^9* Representative Sasscer of 
Maryland stated: 


Finally we have provided in this bill some basic 
appropriations language to which the Government Account- 
ing Office and the budget and fiscal offices of the 
Agency can look in the expenditure of funds. Much of 


6 / lii Cong. Rec. S-itf3 (1975) 
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this language is necessary, for without it the expendi- 
ture of funds for the purposes set forth herein cannot 
be allowed* In addition, we have provided the legal 
basis for the granting to the Agency authority for the 
spending of those unvouchered funds which the Appro- 
priations Committee of the House will earmark, and 
without which there can be .no successful operation of 
an intelligence service* U 

It was pointed out by the Acting Comptroller General in his letter to Sena- 
tor Proxmire that over 200 bills have been introduced in the last two de- 
cades which sought to make the CIA more accountable to the Congress, The 
failure of those proposals is seen by some as evidence that Congress did 
indeed Intend to grant the CIA extraordinary authority in the conduct of 
its Intelligence mission* In United States v* Richardson * 4l8 U.S. 166 
(197*0 the Supreme Court found that there was no standing in a suit to com- 
pel the Government to give information on how the CIA spends its funds 
(status as a taxpayer had been asserted as providing standing), but in so 
holding acknowledged that the CIA is not the only agency protected by a 
statute such as 50 U*S.C. U 03 ( J ) (b ) , which: "provides different account- 

ing and reporting requirements and procedures for the CIA, as is also done 
with respect to other governmental agencies dealing in confidential areas," 
(at 175) 

The experience of the GAO with regard to N,S,A* has been somewhat 
different from that with the CIA, Limited audits have been conducted of 
that Agency, but those limits are strict* The GAO conducts three types of 
audits: 1) Audits of financial operations and legal compliance; 2) audits 

of efficiency and economy of operations; and 3) audits of program results* 
These have been described by the GAO in the following manner: 

JJ 95 Cong. Rec* 1945 (19^9 ) 
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1) An audit of financial operations and legal compliance 
•••is an audit of financial transactions, accounts, 
and reports and of compliance with applicable laws 
and regulations. The audit includes enough work to 
determine whether: 

- The agency controls and accounts effectively for 
its funds, property, and other assets; its liabili- 
ties; and its revenues and expenditures, 

- The agency keeps adequate accounting records ac- 
cording to the principles, standards, and related 
requirements prescribed by the Comptroller General. 

- The agency's financial reports show fully and 
fairly its financial condition and the results of 
its operations and provide adequate financial in- 
formation for use by managers, 

- T£e agency's accounting system provides: 

1. A basis for settling accountable officer's 
accounts. 

2. Reliable information for use in preparing 
budget requests, controlling the budget, 
and furnishing financial information to 
the Office of Management and Budget. 

3. Information required for the Government's 
central system in the Treasury Department. 

- The agency is complying with the laws and regulations 
governing the receipt, disbursement, and application 
of public funds. 

2) Audits concerned with efficiency and economy in the use of pub- 

_ lie resources: Policies, procedures, and transactions are ex- 

amined!) to evaluate the efficiency, economy, and legality 
with which an agency carries out its programs and activities 
and uses financial, property, and personnel resources and 2) 
to develop recommendations for improvements. 

Specifically, these audits inquire into such matters as the: 
• - Need for goods or services provided or pro- 
cured. 

- Reasonableness of costs incurred or expendi- 
tures made. 

- Adequacy of safeguards over and care of re- 
sources acquired. 

- Proper Utilization of resources. 

- Adequacy of revenues received for goods or ser- 
vices sold. 
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3) Audits of program results would be concerned with inquir- 
ing into whether desired results or benefits are being 
achieved anc whether the objectives established by the Con- 
gress are being met. The scope of an audit of program results 
often considers such additional factors as whether: 


- Management weaknesses adversely affect the 
achievement of desired results. 

- Alternative approaches might achieve pro- 
gram objectives more effectively or at a 
lower cost. 

- Benefits or detriments are resulting that 
were not contemplated when the program was 
established. 

- The Congress should reconsider the program 
objectives in the light of experience. 

In the case of the National Security Agency only the first type of 
audit has regularly been conducted by the GAO. On site audits of vouchers 


end accounts have been performed by permanently assigned GAO staff members 
since 1955* Those directly involved were required to obtain special secur- 
ity clearances in order to conduct their audits. The Acting Comptroller in 
his letter to Senator Proxmire pointed to four problems which are presented 
by the requirement of security clearances: l) the clearance is expensive, 

2) requires at least 6 or more months to complete, 3) for certain operations 


higher level clearances might be necessary, and U) the results of the work 


performed would be highly classfied and severely limited in distribution 

He went on to state that GAO has been "advised that the required clearance 

for work at N.S.A • will generally be acceptable for performing similar work 

at other organizations (other than the CIA) within the intelligence comrnu- 

12 / 

nity." 


2 / 


ij/ The General Accounting Office, Ansviers to Frequently Asked Questions , United 
States Government Printing Office: 1973* Nos, 16, 17, ltf> 19. 

2/ 121 Cong. Rec. S-177 1 * (1975) 

10/ Id. 


\ 
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But the clearance natter is still the stumbling block, and the CIA is apparent- 
ly more reluctant to grant such clearances than other agencies. The nature of 
a clearance itself poses additional difficulties: 

The problem of obtaining proper security clerances is 
a major obstacle to our work. Hence, for example, 
while many of our staff have clearances for ’Top Secret’ 
defense data and ’Atomic Energy Restricted* data, these 
are not considered sufficient for access to all intel- 
ligence data. In each case the "need to know" test is 
applied and the deeper we have tried to delve into the 
working of the intelligence community, the more diffi- 
cult the test becomes. We have been told that within 
the Defense intelligence community there would be over 
100 separate clearances involved if one person were to 
go in access to the entire community, ii/ 

The conclusion reached by GAO is that "a strong endorsement by the congressional 

oversight committees will be necessary to open the doors to intelligence date 

vide enough to enable us to perform any really meaningful reviews of intelli- 

12 / 

gence activities.” 

Criticism of the CIA In this area has not been infrequent: 

Since GAO provides the mechanism through which 
Congress normally audits the executive agencies v/hose 
budgets it authorizes, the failure of the CIA to co- 
operate with GAO auditors and investigators presents 
an extremely serious problem. The intelligence sub- 
committee staffs do not have the capacity to audit a 
a billion-dollar budget such as the CIA’s, while GAO 
was established precisely to perform such audits for 
Congress. Thus, by not cooperating with GAO, the CIA 
. effectively forecloses Congress from auditing its 

books. 


ll/TCd. 

12/ W. 

13/ 7 New York University Journal of International Law and Politics 493, 519 • 
(Winter: 1974). 


58-920 0 - 75 - 31 
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Rei>resentative Bob Eckhardt of Texas has introduced legislation aimed at curb- 
ing the discretion inherent in certificate spending procedures# H.H. 15?3> 
94th Cong#, 1st Sess. (1975) would add to the Budget and Accounting Act of 
19?1 the following paragraph: 

(b) Notwithstanding any provision of law heretofore en- 
acted permitting an expenditure to be accounted for 
solely on the approval, authorization, or certifi- 
cate of the President of the United States or the 
head of a department or establishment, the Comptrol- 
ler General shall be furnished such information re- 
lating to such expenditure as he may request and ac- 
cess to all necessary books, documents, papers, and 
records, relating to such expenditure in order that 
he may determine whether the expenditure was, in 
fact, actually made and whether such expenditure was 
authorized by lew# The provisions of this paragraph 
shall not be superseded except by a provision of lav; 

— enacted after the date of enactment of this paragraph 

and specifically repealing or modifying the provi- 
- ^ sions of this paragraph. 

To the extent that this bill aims at curbing activities of the Intelligence 
community, it should he remembered that prior to this Congress measures de- 
signed. to in any way ’’watchdog" the intelligence organizations beyond present 
safeguards have mot with little success# In 1956 Senator Mike Mansfield of 
Uontan* introduced S. Cong# P.es# ?, PH h Cong., PC Sess, v.’hich rovght to 
establish a Joint Committee on Central Intelligence. This effort to estab- 
lish 8 committee to make continue^ studies of the activities of the CIA 
which that agency would have to keen fully and currently informed, was voted 
down ?7-59 after lengthy debate. And in 1966 an effort to create a Senate 
Committee on Intelligence Operations also was defeated# Such efforts have 
led the GAO to conclude that "although the question of whether the Congress 
exercises adequate oversight concerning the intelligence community has been 
raised a number of times, the determination made in 19**9 that Congressional 
oversight would be limited to reviews by the relatively few members who 
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14/ 

serve on certain designated committees or subcommittee remains unchanged." 
Until Congress takes positive measures to indicate that the Comptroller 
General is obligated to go further in auditing and reporting on the activi- 
ties of intelligence agencies it is both unlikely that he vill attempt to do 
so, or that the agencies themselves will feel any greater obligation to pro- 
vide data requested. 


14/ 121 Cong. Rec. S-1773 (1975) 


'Kent M. Rorlnovde 
Legislative Attorney 
American Lew Division 
September 16, 1975 



Part C.— Letter of May 10, 1974, from R. F. Keller, Acting Comp* 
troller General of the United States, to Senator William 
Proxmire, and subsequent correspondence between William E. 
Colby and Elmer B. Staats. 

COMPTROLLER GENERAL OF THE UNJTEO STATES 
WASHINGTON. O.a 10141 


May 10, 1974 


The Honorable William Proxmire 
United States Senate 

Dear Senator Proxmire: 

In a letter dated January 24, 1974, you requested our 
assistance in reviewing the extent of Congressional oversight 
and control over the operations of the United States intelligence 
community. You consider the following agencies as part of the 
intelligence community: the Central Intelligence Agency; the 

Defense Intelligence Agency; the National Security Agency; the 
intelligence components of the Army, Navy and Air Force; the 
Federal Bureau of Investigation; the Department of the Treasury; 
the Atomic Energy Commission; and the Bureau of Intelligence and 
Research of the Department of State. 

Under the Constitution of the United States the Congress is 
empowered to raise and support armies, provide and maintain a 
Navy and make rules for the Government and regulation of the 
Armed Forces. Art. I, Sec. 8, Cls. 12, 13 and 14. Clause 18 of 
Article I, Sec. 8 of the Constitution empowers the Congress M [T]o 
make all Laws which shall be necessary and proper for carrying 
into Execution the foregoing Powers, and all other Powers vested 
by this Constitution in the Government of the United States and 
in any Department or Officer thereof." 

Pursuant to its constitutional authority, the Congress has 
enacted numerous statutes dealing with national security. We 
will concentrate herein on the two statutes cited in your letter. 

On July 26, 1947, there was signed into la w the National 
Security Act of 1947, Pub. L. 80-253, 61 Stat. 495, as amended, 

50 U.S.C. 401, et seq . Generally that^act established a federated 
agency, the National Military Establishment, to coordinate the 
three separate executive departments of the Army, Navy and Air 
Force, each to be headed by a civilian secretary. Outside the 
National Military Establishment, but somewhat closely related to 
it, three other agencies were created by the act: the National 

Security Council, tlie Central Intelligence Agency, and the 
National Security Resources Board. 

The National Security Council (Council) was established to 
advise the President with respect to the integration of domestic, 
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foreign and military policies relating to the national security 
so as to enable the military services and the other departments 
and agencies of the Government to cooperate more effectively in 
matters Involving the national security. As such it is generally 
the President's chief policy advisor in national security matters. 

It also assists the President in Implementing that policy. As 
established by that statute, the Council consisted of the President, 
the Secretary of State, the Secretary of Defense, the secretaries 
of the three services, the Chairman of the National Security 
Resources Board, and certain enumerated persons when appointed by 
the President by and with the advice and consent of the Senate 
to serve at the President's pleasure. The composition of the 
Council has since been altered slightly. 

Established under the Council is the Central Intelligence 
Agency (CIA). The purpose of this agency is largely to coordinate, 
under the direction of the Council, the intelligence activities, 
of the several Government departments and agencies in the interest 
of national security. In addition to its coordination functions 
the CIA performs such other functions and duties related to intelli- 
gence affecting the national security as the Council may from 
time to time direct. 

The National Security Resources Board, which was abolished 
by statute in 1954 (act of September 3, 1954, 68 Stat. 1226, 

1244), was composed of a Chairman and such heads or representatives 
of the various executive departments and independent agencies as 
may be designated from time to time by the President. Its purpose 
was to advise the President relative to the coordination of military, 
industrial and civilian mobility and certain other matters. 

On June 20, 1949, the Congress enacted Public Law 81-110, which 
is known as the Central Intelligence Agency Act of 1949, 63 Stat. 208 
as amended, 50 U.S.C. 403a-403j . The purpose of this legislation 
generally is to grant to the CIA the necessary authority for its 
proper and efficient administration. Previously the CIA had been 
operating under the 1947 Act which did not grant the CIA "the 
authorities necessary for its proper administration." As a result * 
of' questions raised by this Office and other agencies as to the 
legalltyof some of the CIA's activities. Congress decided to spell 
out the manner in which the agency would be administered. Public 
Lav 81-110 deals with, among other things, procurement authority, 
travel and allowances for CIA personnel, methods of expenditures 
of appropriated funds, and other related authorities connected with 
the agency's administration. Other provisions enable the agency to 
protect its confidential functions. In passing this act the Congress 
recognized that some of its provisions were of an unusual nature but 
determined that they were nonetheless necessary to the successful 
operation of an efficient intelligence service. 



Your Inquiry first requests us to review the oversight 
authority of Congress in relation to the aforementioned acts 
and the Intelligence community as a whole. Through the 
exercise of the "power of the purse" given to it by the 
Constitution, the Congress, in our view, is entitled to any 
information on the expenditure of funds which it wishes to 
receive from the executive branch of the Government. Whan; 
denied desired data the Congress may deny funds to the agency 
Involved until such information is forthcoming; Within the 
limits of this ultimate power the Congress may establish the 
rules with respect to its access to Information and materials 
held by the executive branch. 

In enacting the above-cited statutes the Congress did • 
not specifically address Itself to the question of the kind 
and amount of oversight and control which It would exercise 
over the intelligence community, other than giving the 
community, under the direction of the CIA, authority to keep 
its operations from becoming public. 

However, the attitude of the Congress with respect to 
its oversight functions, at that time, can be seen In its 
consideration of the Central Intelligence Agency Act of 
1949 (CIA Act). In hearings held by the House Committee on 
Armed Services on February 23, 1949, on H.R. 1741, H.R. 2346, 
and H.R 2663, the Chairman stated: 

"Now, of course, we all recognise the 'purpose 
of t>ls bill. Of course, there is a great deal of 
matter that we cannot discuss here, and we cannot 
discuss on the floor of the House. We will just 
have tc tell the House they will have to accept our 
judgment and we cannot answer a great many questions 
that might be asked. We cannot have a Central 
Intelligence Agency if you are going to advertise' 

It and all of its operations from the tower [of the 
Empire St Ate Building] : " pp. 486-487. 

In i t 8 report of February 24, 1949, to the House on 
H.R. 2663, the Committee set forth an explanation of certain 
sections of the hill. It concluded, however, that: 

"The report does not contain a full and detailed 
explanation* of all of the provisions of the proposed 
legislation In view of the fact that much of such 
information is of a highly confidential nature: How- 

ever, the Committee on Armed Services received a 
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complete explanation of all features of the proposed 
measure. The committee is satisfied that all sections 
of the proposed legislation are fully justified." 

House Kept. 81-160, p. 6. 

The House considered the Committee report on March 7, 
1949. (See Cong. Rec. (dally ed.) pp. 1982-1990.) Objection 
vas ralsec at that time to the failure of the Committee to 
inform the House as to the full implications of the bill under 
^ 4 ^* consideration. For example, Mr. Celler stated in pertinent 
parts 


"Mr. Speaker, although I do not like the hush- 
hush business surrounding this bill, I shall not 
oppose it. Certainly if the members of the Armed 
Forces Committee can hear the detailed information 
to support this bill, vhy cannot our entire member- 
ship? Are they the Brahmins and we the untouchables? 

Secrecy is the answer. What is secret about the 
membership of an entire committee hearing the lurid 
reasons? In Washington three men can keep a secret 
if two men die. It is like the pld lady who said, 

'I can keep a secret but the people I tell it to 
cannot . ' " p . 1985 . 

The Senate on May 27, 1949, amended and passed the bill 
(H.R. 2663) as passed by the House. The Senate debate (Cong. 

Rec. (temp, ed.) pp. 7082-7090) reflects the knowledge of that . 
body that it was not being given a full explanation of all of 
the provisions of the bill. Despite this lack of knowledge 
on the part of both Houses of Congress, the conference report 
was agreed to and the bill passed both Houses and was signed 
by the President. 

Inasmuch as the Congress as a whole was not given a de- 
tailed explanation of the provisions of the CIA Act of 1949 
or of the underlying information which prompted the legislation, 
It seems that the Congress expected its oversight over the CIA ’ 
to be handled by the appropriate committees in secrecy • consist eat 
with the manner in which the bills which were enacted into this 
legislation were handled. 

Since that time, however, there has been extensive and 
increasing concern on the part of various members of the Congress 
with the level of oversight and independent surveillance over 
the intelligence community. The question of whether the Congress 



was giving sufficiently serious consideration to the 
constitutional provision that no money nay be spent from 
the public treasury without congressional approval was the 
subject of a major Senate debate in 1956. The debate was 
triggered in part by the 1955 Hoover Commission Study which 
expressed concern about the absence of congressional and 
other outside surveillance of Government intelligence 
activities. 

Senator Mansfield introduced a bill--with 34 cosponsors — 
for a joint committee on intelligence. The Senate Rules 
Committee majority concluded that while secrecy 'is essential 
for certain intelligence community operations, a wide area 
of intelligence activities constituted proper grounds for 
congressional review; and reported the bill favorably out of 
the committee. 

A strong administration opposition to the bill caused 14 
of the original cosponsors of the bill to reverse their positions 
and the bill was defeated by a vote of 59 to 27, with 10 
Senators not voting. 

In 1960 two events resulted in congressional attention 
being given to the subject issue. 

Shortly after the U-2 incident the Senate considered, but 
did not pass, a proposal for a major reorganization of the 
policy-making machinery of the executive branch, which provided 
for, among other things, the transfer from the CIA of all non- 
clandestine intelligence collection, and the establishment of a 
joint committee of the Congress on the CIA. 

The House, shortly thereafter considered a resolution — 
triggered by the suspected defection of two NSA employees — to 
authorize the House Committee on Un-American Activities to 
conduct a full and complete study of each of the intelligence 
agencies. The House adjourned without passing the resolution. 
However, the Chairman of the Armed Services Committee did name 
a three man subcommittee to conduct, without publicity, a 
complete investigation of the intelligence agencies. 

In 1966 the subject issue was again debated in the Senate. 
Consideration of more systematic congressional surveillance 
of intelligence activities was focused by a proposed Senate 
resolution calling for an investigation by the Senate Foreign 
Relations Committee of American foreign intelligence activities. 
The proposal was referred to the Foreign Relations Committee, 


where it was approved by a vote of 14 to 5. After consid- 
erable debate the Senate voted--61 to 2$--to‘ send the 
resolution to the Armed Services Committee but no action 
was taken on the bill. However, the Chairman of the Armed 
Services Committee did invite selected members of the Foreign 
Relations Committee to attend all intelligence subcommittee 
sessions. 

In the past two decades, more than 200 bills aimed at 
making the CIA more accountable to the Congress have been 
introduced . 

Thus, although the question of whether the Congress 
exercises adequate oversight concerning the Intelligence 
Community has been raised a number of times, the determination 
made in 1949 that Congressional oversight would be limited to 
reviews by the relatively few members who serve on certain 
designated committees or subcommittees remains unchanged. 

You also requested that we provide you with an opinion 
as to the legality of the Council’s issuing classified direc- 
tives to the intelligence community based on the CIA Act of 
1949 and the National Security Act of 1947, if the directives 
deal with subjects, such as instructions to engage in covert 
activities not considered in the original legislation. You 
also ask whether the terms of subsections 102 (d)(4) and (5) 
of the National Security Act, 50 U.S.C. 403(d) represent "a 
totally open ended provision" and whether the Council must 
make all directives issued pursuant to those subsections 
available to the Congress. 

The relevant portions of section 102(d) provide: 

”(d) For the purpose of coordinating the intelligence 
activities of the several Government departments and 
agencies in the interest of national security, it shall 
be the duty of the Agency [CIA], under the direction 
of the National Security Council — 

***** 

"(4) to perform, for the benefit of the existing 
intelligence agencies such additional services of 
common concern as the National Security Council 
determines can be more efficiently accomplished centrally 
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"(5) to perform such other functions* and 
duties related to Intelligence . affecting the 
national security as the National Security Council 
may from time to time direct. 11 

As noted above, the Council is the President's chief 
advisor on national security policy and it also is respon- 
sible for assisting in implementing that policy. The 
Council acts generally through the issuance of instructions 
or directives to the agencies within the intelligence 
community. Inasmuch as the Council is endowed with broad 
authority in this area, it may issue directives* dealing with* 
virtually any subject dealing with national security and 
United States intelligence operations. While the statute 
does not explicitly mention "covert operations and activities, 
it seems clear that those operations and activities are part 
of the national security intelligence operations which are 
within the Council's jurisdiction. Of course, the Council 
may not direct an agency to perform duties proscribed by 
statute. Thus, for example, the CIA may not undertake in- 
ternal security functions. See subsection 102(d)(3) of the 
NSA Act of 1947 (50 U.S.C. 403(d)(3)).. Copies of the 
Council's directives apparently would be available to the 
Congress in accordance with the discussion above of congress- 
ional oversight of intelligence operations. 

Finally, you have asked for a review of GAO's right to 
review, audit or otherwise examine the programs and operations 
of the various intelligence agencies. Also, you request 
information on the success we have had in obtaining information 
from and about the Intelligence community, the staff support 
we could provide to the oversight committees and the problems 
which might at tend . congressional requests for investigations 
in the intelligence field. 

The basic audit authority of this Office is contained in 
the Budget and Accounting Act, 1921; and the Accounting and, 
Auditing Act of 1950i Pursuant to these and other statutory 
authorities the audit authority of the General Accounting 
Office extends generally to the expenditures of the various 
departments and establishments. There are, however, exceptions 
provided by law, including a fairly substantial number of 
Instances where expenditures are accounted for solely upon a 
certification by the head of the department or establishment 
Involved. For example, expenditures of a confidential, extraor- 
dinary or emergency nature by the CIA are to be accounted for 





solely on tht certificate of the Director of Central 
Intelligence. 50 U.S.C. 403j(b). Sometimes euch restric- 
tions are contained in appropriation acts. For example, 
annual appropriations for the Federal Bureau of Investigation 
have Included funds to neet unforeseen energencles of a 
confidential character to be expended under the direction 
of the Attorney General and accounted for solely on his 
certificate. 

Overall ve have had relatively limited contact vlth the 
intelligence community. However, we have had sufficient con- 
tact to enable us to identify certain problems Ve would have 
in obtaining information from and about intelligence organisa- 
tions. Underlying these problems is the extremely high degree 
of sensitivity attached to intelligence matters and the desira- 
bility within the intelligence community of reducing the risk 
of leakage by minimising the number of people having access to 
such matters. Part of this latter factor, which also entails 
a relatively considerable expenditure of time and money in 
obtaining necessary security clearances, Is that the intelli- 
gence community restricts the numbers of clearances it will 
issue to us. Generally to carry out .a survey or review in a 
timely manner, develop a report and process it through Office 
review channels requires effort on the part of a relatively 
large number of people. Our experience indicates, however, 
that ve will be issued only a few clearances on a given intelli- 
gence subject— not nearly enough to allow us to do the type of 
job ve normally expect to do. Of course, we try to streamline 
our procedures as much as possible in handling these matters. 
Another problem is working out arrangements acceptable to all 
parties for distributing any of our final products to the 
Congress. 

Following enactment of the Central Intelligence Agency 
Act of 1949, the then Director of the Agency requested that 
notwithstanding the very broad and unusual powers granted to 
the CIA by the Act, an audit of expenditures at the site, as 
previously performed by GAO, be continued. Accordingly, our 
Office continued to- make audits of vouchered expenditures under 
the same arrangements that were in 'effect vlth the predecessor i 
Central Intelligence Group. However, in view of the provisions 
of section 8 of the Act (formerly section 10), no exceptions' 
were taken to any expenditures; in those cases where question- 
able payments came to our attention, ve referred the matter to 
the CIA Comptroller's Office for corrective action. In using 
the term "questionable payments," ve meant any expenditures 
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which, except for former section 10(e) of the Act, Appeared 
to be Improper or illegal either under law or under the 
decisions of the Comptroller General. In our audit work, 
we did not make substantive reviews of Agency policies, nor 
of its practices and procedures; further, we made no audit 
of expenditures of unvouchered funds. 

Subsequent to enactment of Central Intelligence legls- 
latlon, we broadened the type of audit we made of the 
activities of most Government agencies. We adopted the 
"comprehensive audit" approach under which we construed an 
agency's financial responsibilities as Including the expendi- 
ture of funds and the utilization of property and personnel 
in the furtherance of authorized programs or activities in 
an efficient, economical and effective manner. We concluded * 

in 1959 that this broader type of audit was appropriate for 
our work at the CIA and was more likely to be productive of 
evaluations which would be helpful to the Congress and the 
Agency Director. We also determined that the previous limited 
audit work at CIA should not be continued. In the fall of 
1959, we agreed with the then Director of Central Intelligence 
to broaden our audit efforts a,t CIA, .on a trial basis. 

In 1961, after the trial period, we concluded that under 
existing security restrictions on our audit of CIA activities, 
we did not have sufficient access to make comprehensive reviews 
on a continuing basis which would produce evaluations helpful 
to the Congress. We further determined that continuation of 
the limited financial audit effort which we had conducted in 
prior years at the CXA would not serve a worthwhile purpose; 
we therefore proposed to cease all activities at the Agency. » 

At about this same time the Agency was engaged in a major 
reorganization and strengthening of its comptroller and inter- 
nal audit functions. Concurrence in our proposal to terminate 
all audit efforts was forthcoming in 1962, and since that time 
we have not conducted any reviews at the CIA nor any reviews 
which focus specifically on CIA activities. 

At this point, it might be useful to relate some of the 
activities and problems we have had in relation to the 
Intelligence community. 

One of our divisions, the Procurement and Systems Acquisition 
Division' (PSAD), has attempted to engage in several reviews in 
the Intelligence area. For example, in June 1973, it planned 
to make a survey at a Department of Defense field installation 



but access was blocked because of the sensitive nature of 
work being performed there. Instead, DOD suggested that 
the Division Director first obtain a special clearance, get 
a briefing on the installation, and then decide what GAO's 
course of action should be. He immediately requested clear- 
ance for himself and an Assistant Director. Even chough 
both had Top Secret and AEC "Q" clearances, a new "full 
field" investigation was required for the special clearance 
Involved. They have not yet received the clearances, and 
consequently have obtained no information about the Instal- 
lation other than its name. j 

% 

In another Instance, this division had one of our 
regional offices make a survey at a DOD field Installation 
having responsibility for analyzing data contained in 
foreign country technical publications. The survey proceeded 
well until our requests for information apparently reached 
the sensitive stage. A meeting was then held with a high 
intelligence official in Washington at vtvlch time the 
conditions under which we could continue our work were out- 
lined. The official seemed to be very cooperative and 
offered to accelerate the special clearance procedure so 
long as no more than 3* or 4 staff members were to be cleared 
and assigned to Intelligence work for several years. It 
appeared to us that we would not have full control over the 
direction of our effort. Because of this and other factors 
we decided to terminate the survey. 

On another assignment, initiated at the request of a 
Senate Armed Services subcommittee, we attempted to compare 
the Soviet and U.S. expenditures for military research and 
development. We had good cooperation from DOD, including 
access to some Intelligence reports, due at least partially 
to the existence of a congressional request. But even so, 
we were not able to see all the intelligence reports used by ' 
DOD in making its own comparison'. The intelligence community 
refused to provide us with the reports or to work with us 
directly • 

Our International Division has the most contact with 
and concerning the intelligence community. The International 
Division has had contact with the Central Intelligence 
Agency directly or indirectly in connection with broad reviews 
regarding such matters as international narcotics control, 
military activities in Laos, contracting for technical services, 
language training, transfers of excess defense articles to 
foreign governments, U.S. economic assistance programs, snd 
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the wheat sale to the Soviet Union. In some clses the' 

Division has experienced cooperation from the CIA in 
obtaining Information it desired; in other cases attempts 
to get information were frustrated. The Division's over- 
fall success in obtaining information from the Intelligence 
community must be . characterized as border line, at best. 

Finally, we might discuss the work of our Logistics and 
Communications Division with respect to the National Security 
Agency (NSA>» The NSA is a separately organized agency within 
the Department of Defense and, for financial . adninis era tive 
convenience, is under the direction of the Secretary of Defense. 
It is a unified organization providing for the collecting ^and 
presenting of Intelligence information on a worldwide basis 
through verbal or message type media and interception and 
analysls^of wave or signal type communications. NSA is al6o 
responsible for Insuring secure communications systems for all 
departments and agencies of the Government. The Congress has 
enacted several statutes to safeguard the agency's cryptologic 
activities and to enable the Government to limit disclosure 
of its cryptologic activities to such Information as does not 
Interfere with the accomplishment of. cryptologic missions. 

In response to a request by the Director of NSA an 
arrangement was approved by the Comptroller General on 
July 16, 1955, whereby a GAO staff member would be assigned 
to the NSA on a permanent basis to perform on-site audits 
of its vouchers and accounts. The designated staff member 
or GAO representative and the responsible Director having 
general supervision for this work were required to obtain 
the necessary special security clearance to conduct reviews, 
surveys, or other similar efforts. 

From 19S5 through 1973 only two or three GAO personnel 
had this special clearance at any one time. During this 
period the audit effort by GAO has been primarily the 
compliance type, that is, examining the financial accounting 
records and related documents together with limited effort 
in the procurement and contracting areas. 

Under present on-site audit procedures all vouchers, 
contracts, schedules, accounts current or statements of 
transactions, and other supporting documents arc kept at 
NSA or designated records storage sites for audit purposes. 

This is primarily for security reasons because the majority 
of the documentation is of classified nature and not for 
ready publication. 
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* ♦ 

The ready accessibility of the GAO representative (s) 
to NSA officials provides for frequent discussions and ready 
M on the spot ,L resolution of questionable entitlement claims 
provides for early detection of over or under payments there- 
by enabling KSA to take appropriate action. Generally, these 
matters and other queries relating to the functions of NSA 
are handled between GAO representative (s) and cognizant NSA 
officials on an informal basis primarily because of agency 
controls and provisions of law to safeguard the sensitive 
activities of the NSA. 

! J 

The provisions of Public Law 86-36, approved Kay 1959 
enables NSA to function without disclosure of information 
which would endanger the accomplishments of its missions. 
Section 6 thereof provides that no law shall be construed 
to require the disclosure by the organization or any function 
of the NSA of any information with respect to the activities 
thereof. We believe that this section should not be construed 
as prohibiting GAO access on a confidential basis but only as 
prohibiting disclosure of its findings to the public at large. 
Consequently, no formal report disclosing the results of our 
continuing examinations of the agency activities has been 
published. To date, informal discussions with officials out- 
side of NSA have been held with only those GAO personnel, at 
the director level or higher, having the proper clearance and 
the need-to-knov concerning the various sensitive activities 
of this agency. 

Discussions were held in latter 1973 and early 1974 with 
top-level NSA officials about GAO expanding its examinations 
by performing management- type reviews of the significant 
aspects of the agency's operations as well as the compliance 
type financial audits and certain assist work for other GAO 
divisions that we have been engaged in up to the present. 
Although it was* concluded that the expansion was feasible, 
performance of reviews in some functions would be llmi.ted 
from a practical viewpoint, based upon applicable* laws , reg- 
ulations, and controls governing the cryptologic functions 
of NSA. 


Furthermore, it was very evident that any work involving 
NSA operations would require, without exception, the special 
clearance for each GAO staff member assigned responsibility 
for this type of work. This can be a problem because (1) the 
clearance is expensive, (2) requires at least 6 or more months 
to complete, (3) for certain operations higher level clearances 
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might be necessary, and (4) the'results of the work per* 
formed would be highly classified and severely limited 
in distribution. 





Since discussions In latter 1973, arrangements have 
been made with NSA to have .edght additional staff members 
obtain the necessary clearances. This will provide ten 
staff members with this type clearance. To date seven 
have been cleared. We^have . been advised that the required 
clearance for work at NSA will generally be acceptable 
for performing similar work at other organizations (other 
than the CIA) within the intelligence community. We plan 
for fiscal year 1975 preliminary review efforts of NSA's 
automatic data processing functions. 

As indicated by the foregoing, we have had some serious 
difficulties in obtaining information from and about the 
Intelligence community. Sometimes the community has 
cooperated to the extent of providing us with the requested 
information but we have been unable to verify it indepen- 
dently. The problem of obtaining proper security clearances 
is a major obstacle to our work. Hence, for example, while 
many of our staff have clearances for "Top Secret" defense 
data and "Atomic Energy Restricted" data, these are not 
considered sufficient for access to all intelligence data. 

In each case the "need- to-know M test is applied and the 
deeper we have tried to delve into the workings of the 
intelligence community, the more difficult the test becomes. 
We have been told that within the Defense intelligence commu- 
nity there would be over 100 separate clearances involved 
if one person was to gain access to the entire community. 

The time it takes to obtain clearances varies but it is 
at best, a slow process. Also, as Indicated, there is a 
question as to whether we could get enough staff members 
cleared to do a thorough job on a timely basis. 

Prom prior experience, it 16 our view that a strong 
endorsement by the congressional oversight committees will 
be necessary to open the doors to Intelligence data wide 
enough to enable us to perform any really meaningful reviews 
of intelligence activities. 

We trust the above has been responsive to your inquiry. 


Slncerel 



of the United States 







CENTRAL INTELLIGENCE AGENCY 

WASHINGTON, D.C. 20505 


. 16 Juno 1975 


Honorable Elmer B. Staats 
Comptroller General of the United States 
General Accounting Office 
441 G Street 

Washington, D. C. 20548 
Dear Mr . Staats: 

My attention has be*n directed to a letter from Mr. Keller, General 
Accounting Office, to the Honorable William Proxmire dated May 10, 1974, 
which was placed in the Congressional Record by Senator Proxmire on 
February 11, 1975. The letter deals with the intelligence community and 
reviews the General Accounting Office's right to audit and obtain information 
from the Central Intelligence Agency. 

Inasmuch as Mr. Keller has treated^ subject basic to this Agency’s 
capability to carry out work mandated by Congress, I believe it would serve 
a useful purpose to review some of the background concerning the use of 
confidential funds apd their relationship to the audit of CIA over the years. 

Mr. Keller notes in his letter that there are "a fairly substantial number ^ 'l 
of instances where expenditures are accounted for solely upon a certification 
by the head of the department or establishment involved.' 1 The need is clear:* - • 
in the case of this Agency. The necessity to safeguard certain truly vital 
foreign intelligence secrets has been recognized by the Congress in its 
direction to the Director of Central Intelligence to protect intelligence sources 
and methods from unauthorized disclosure. This responsibility was complemented 
by authorizing certain expenditures "for objects of a confidential, extraordinary , 
or emergency nature," to be accounted for solely on the certificate of the Director 
of Central Intelligence. Such expenditures would apply, for example, to a 
secret agent operating abroad in a hostile climate whose identity must be pro- 
tected not only so that he can continue supplying the intelligence involved, but 
also' because his freedom--and on occasion his life--\veighs in the balance. 

Other intelligence activities do not have such obvious security require- 
ments, but are, nonetheless, within the sources and methods concept. Liaison 
with foreign intelligence and security agencies is extremely important in fields of 
both positive intelligence and counterintelligence . Such liaisons to be effective 
depend on the confidence of each service that the other will protect not only the 
mere fact of the relationships , hut also its Nources . nd methods and sensitive 
information. Compromise of any of these brings not only protests from the foreign 
liaison service, but in some cases a lessening or ever, cessation of its cooperation. 
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Even overt activities have their own security problems. Thus, many U. S. 
citizens and others are willing to provide sensitive information to overt intelligence 
units only on condition that their cooperation in this respect be absolutely protected. 

This need for the special protection of intelligence sources and methods has 
been well recognized by officials in the executive, judicial, and legislative 
branches of our Government. Mr. Lindsay C. Warren, then Comptroller General 
of the United States, in a letter dated March 12, 1948, to the Director, Bureau of 
the Budget, addressed the provision granting the Director of Central Intelligence 
*&&*'*' the power to certify the expenditure of confidential funds by stating that while it 
provided "for the granting of much wider authority than I would ordinarily 
recommend for Government agencies, generally, the purposes sought to be 
obtained in the establishment of the Central Intelligence Agency are believed to 
be of such paramount importance as to justify the extraordinary measures pro- 
posed therein." He went on to say that the “necessity for secrecy in such matters 
is apparent and the Congress apparently recognized this fully in that it provided 
In section 102(d)(3) of Public Law 253, that the Director of Central Intelligence 
shall be responsible for protecting intelligence sources and methods from 
unauthorized disclosure." Under these conditions, he stated, "I do not feel 
called upon to object to the proposals advanced . . . * - 

It has been and it remains the policy of CIA to rely upon vouchered funds 
wherever possible. (Vouchered funds are those which can be accounted for and 
audited in conformance with the laws that apply to other Government agencies 
and with standard Government regulations and procedures.) Currently more 
than half of the Agency's appropriations are disbursed as vouchered funds. 

The confidential funds certification authority referred to by Mr. Warren in his 
March 12, 1948 letter is reserved for "objects of a confidential, extraordinary, 
or emergency nature. " . ^.. } 

From the beginning of CIA records for all vouchered fund expenditures 
were made available to and were subject to a voucher audit by the GAO. Use of 
the voucher audit procedure allowed the GAO to examine expenditure and 
collection vouchers and related documents to determine whether expenditures 
were made legally and solely for the objects for which appropriations were made. 

Use of the voucher audit procedure also allowed CIA to protect those activities of 
a confidential, extraordinary , or emergency nature, i.e., intelligence sources 
and methods. 

Subsequent lo the enactment of the CIA legislation, GAO adopted a 
■comprehensive audit approach," and raised with the CIA Subcommittee of the 
House Armed Services Committee the desirability of an expanded audit of Agency 
activities. The Comptroller General stated by letter dated May 29, 1959 to 
Subcommittee Chairman Kilday that he did "not recommend any change in section 10 
(now section 8) of the Central Intelligence Act" and that "any broadening of our 
audit activities should not include an evaluation of the intelligence activities of 
the Agency. H 







Mr. Allen Dulles, then Director of Central Intelligence, agreed that GAO 
should expand its current audit activities in a letter to the Comptroller dated 
October 16, 1959, cautioning, however, that the comprehensive audit would have 
to be limited so as to remain outsidi the area of sensitive security operations for 
which by law the Director's certificate must be deemed a sufficient voucher. 

i 

1 The results of the trial period of comprehensive audit from 1959 to 1961 
were made known to the CIA Subcommittee in a letter of May 16, 1961 from the 
iComptrolier General in which he said the GAO planned to discontinue the audit 
of CIA activities. He acknowledged that various steps were taken by the CIA "to 
place the General Accounting Office in a position to make a comprehensive audit 
of the overt activities of CIA." Nevertheless, he stated that GAO "cannot effectively 
review and evaluate activities of the Support Component because the confidential 
and overt activities of this component are integrated to such an extent that we 
cannot make reasonably comprehensive audits." He further stated "we have been 
given sufficient access to make reasonably comprehensive reviews of the overt 
activities of the Intelligence Component, but such reviews, in our opinion, will not 
be productive of significant evaluations because we cannot feasibly evaluate the 
extent to which needed overt information is available for collection or determine 
the need for the intelligence information selected for collation and use in the pro- 
duction of intelligence reports. 11 In short, the Comptroller Ceneral was recognizing 
the conflict between the philosophy underlying a "comprehensive audit approach' 1 
and the Director's statutory responsibility and authority to protect intelligence 
sources and methods. , 

Both the Director and Chairman Vinson, of the House Committee on Armed 
Services, requested that the Comptroller General continue to audit Agency affairs 
on a limited basis, but after another trial period the Comptroller General reiterated 
*his earlier view. In a letter to Chairman Vinson dated June 21, 1962, the Comptroll 
General stated his belief that for maximum effectiveness "it would be necessary 
for our GAO audit staff to have nearly complete access to CIA activities," and 
that even to perform reasonably comprehensive reviews would require "complete 
access to the administrative activities . . . that are performed in support of both 
sensitive and nonsensitive operations of CIA." 

Chairman Vinson replied to the Comptroller General on July 18, 1962, 
stating that, "the restrictions you met within the Central Intelligence Agency 
are.necessary , I believe, for the proper protection of its intelligence activities 
and should be maintained." The Chairman agreed, however, that in view of 
the Comptroller General’s opinion that a continued audit was not a worthwhile 
effort, GAO might withdraw from further audit .activities in the Central Intelligence 
Agency. 

In summary, I believe that several points are deserving of emphasis in 
assessing the nature and history of GAO's audit activities with respect to this 

Agency: 


(a) CIA cooperated fully in all respects in extending 
administrative support and in granting security' clearances 
and access to information related to vouchered fund activities. 

(b) The Chairman of the interested oversight committee 
in the House of Representatives was fully informed of the nature 
and status of the activity. 

(c) This Agency encouraged GAO to conduct and to 
continue to conduct its activities consistent with the operational 
and statutory requirements imposed upon this Agency. 

(d) The decision to discontinue the audit activities 
was made solely by GAO 2nd was approved by the Chairman 
of the House Armed Services Committee. 


Sincerely , 
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COMFTROLJLER GENERAL OF THE UNITED STATES 
WASHINGTON. O.C. to 141 


B-179296 




June 24, 1975 


The Honorable W. E. Colby, Director 
Central Intelligence Agency 

Dear Mr. Colby: 

Thank you for your letter of June 16, 1975, concerning the Deputy 
Comptroller General's letter of May 10, 1974, which deals with the in- 
telligence community and reviews the CAO's right to audit and obtain 
information from the CIA. 

Your views on Mr. Keller's letter will be helpful In connection 
with any future comments the CAO nay have to make. I must note how- 
ever that 1 do not think that Mr. Keller's statements are inconsistent 
with the facts stated in your letter, although they are not in as much 
detail in some areas as those you have set forth in your letter. T 
might add that Mr. Keller was familiar with the background of the audit 
of CIA by GAO and was a participant in the negotiations during the 1959 
to 1962 period. 



Comptroller General 
of the United States 



I 
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Part D.— Correspondence between the GAO, the CIA, and the 
House Committee on Armed Services (May 29, 1959, to July 26, 
1962), concerning GAO audits of the CIA. 

COMPTROLLER GENERAL OF THE UNITED STATES 
* WASHINGTON U 



Msj 29, 1959 


Xo'CrVajjLO rv.ul J. Kilday, C caiman 
;;>cclal Cuoc>//£iivtce, Central Intelligence Agency 
Caviittec on Amcd iervicca 
lov.ic o f representatives 


Vc.ir lh*. Choirrau: 


Ou Slay l r ;, i;.?;, Ilr. A. ?. tv>nu:elGGn, Director cf our Civil Ac 
cvV.’.M.i’ c::c .'-Cl -iv; D : .v;’ oio*:, attended cn cv :■ ~vt Ive r^tir. - cS ytnr 
:;uV.cir.'Iv\.ec to Li^uc:: c-:.: endifc i on? .Ici c.r-Z ntvivl ties :»t 

C:u.ti>:i I.iteill’jv.uco /.>'.•/* At the co v/i'inion of thio r.eel.lry, It 
i vf jilted i- .o icc'. .lei.iriciosri Ve l ted for L uv.c mjit 
att.lviti et \*y \I;o tcvcv->i /.;uo;;:ivlTy; VAioe at t:.ia i.^une., . 


?oliovic, 7 ; the eaeev.ieat of the ioatrai i-~ tei Ii:;^oce Agency Act 
ui' it’OV - -- Dhcce^.r ci the rerouted !:.-u ru vu ;.- 

v — > t*~ ; -.‘.j. . ...iivJ i ii z ( ; 1 ..l» •IM 'v 

l.y it:- .«v‘. cju uf -ltvj b- *uo uiie, . : t.u .*.* uv. 

J ,lV * r - "V ly 1'^ : ^ cuu - :■ l..; . :_cc, t'e ciutiu .us . .’.vaUr ■. 
t'-.i O v-, !. .av;.V . :,.:l l; , v 

' - ye . •* itc.i f v. _ r ,v ; .o . ,. .cv .'.v . ...... «..;*■■ .. w _c - . V .*v 1 ,;v 

yr’Civcv ;;c:v Ce.i-.T! <>'•-’ Cv; y. hv v.'-r, la viw cf the pro- 

y — o -io c* ccctlon 10 oz, the tertmi. ^cte ! - y co '"2 P^'j *io*< ao 

except ions Iv.vo teen *£>-n to en:/ nxaer^lvuren • iu iL^.- ccM \ :tre 
ry.ee v,ic. -..tic cj. „ c.o* ‘.*c refer the caccc to 1 

Vos CZA Ccnrj trailer 1 c CtVici for ccmectlve accioc . 1 . uoi. • ; 

tor section rO (a) of Ce Act, vculc o 'cc^-r to he imrocer or ill e/fol 
either ;vi 5 er lav or vreer the decisicns of the Itrp trailer Ceoeial. 

7a our L-11V vc t :*.ic icr .i/;- *%./ lc: / k _n.v 

Tiolic*jC, v.or o* it.; y; tetl-v.; c._l . r. , .c.\i.vc 3 / e-d uy l-.avc : o 

Oi '< u Oo . .Tki Lfc.'JI'C'J a .1 . C- 3 • 


C'i.'.cc V\u 

ic^erally > an recced the 
root Covemrer.t aceacie: 
our Vj jit r.v:..; i j -i 
c : ar.cy or ^ntlvi’-v ^ 


C'tr.tral tit oil 1 er; :r 1c Title vice, ve have 
« oi audit vo true of the activities 



^ - V a iT/Cu** 

>.trure cf funds and tr.e utilization of property end ccj*scrct."i in tao 
f.irtherucre only of aivuioritod pre.^rarts a activities iu on effective, 
cittciecity or.d ccorcMral .Tarver. In carry it^ out this i;iu*5 o: aa* 
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cud It, vo G&rciQO tac organisation structure end rev lev the established 
agency policies for conformity vith legislative intent and applicability 
to agency activities. Wo also examine agoncy practices and procedures 
followed Id carry leg out the agency policies and medso selective c:ccm- 
ir-atiOfU> of actual transaction as a Dears of opproioir^ the application 
of cgoccy practices and procedures. Kcporto on the results of cur vorSi 
are submitted to the Congress and to agency csnsgcceat officials. 

We believe that a broader type of audit Is appr o priate for our 

vorfc at Central Intelligence Agency ar.d is koto likely to be productive 
of evaluations of tho administrative functions which would bo helpful 
to tho Congress and the Agency Director. We have accordingly concluded 
that It would bo desirable to expand cur audit work at Central Intel ii- 
couce Vlgoccy more in lice vith our regular co'-p rehens lvc audit approach. 
The expanded vorh would include an exmt nation of vouchered expert iturea, 
and, at the cutset, tho controls and procedures used in precession un- 
vouebered expenditures . Ales we would propose to make a limited erauii** 
action of the export for UD7C t inhered expenditures in accordance with 
ouch agreement os to access os can be worked out between Ci\ <u d o.w 
Office. As indicated by the yroccdli;; ceirxriifcs \:j have hcrciofuro 
carried out otJLy litiitcd u~eii \;ori: at CIA, ur.S/'e do rot believe such' 
limited \ro rh should be continued. 

At, this tine ve do not rococrrend any change in section 10 of ►he 
Central. Intelligence Agency Act, Vo hello. * e, ho; w-. nr, V: ::t. your A A>- 
comuttco could bo very helpful in ciV’ucn iiv; chi-.:.;e i;. f-u »rope tjf 
cur audit vrvri; at CL\ 1 7 ::«? rising v’.o Agency of y./;r i<. 

broadeuieg the audit gcricvrul Vy ihc General Accounting Ciflce. Ary 
brcadeai*ug of our audit activities chculd not include an evaluation of 
the intelligence activities of the Agency. 

Vo ore prepared to Oijcuss this matter f>irthor at your convenience. 

Sincerely yours, 

tOSKPH CAMBELL 


Comptroller General 
of the Waited Spaces 
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CENTRAL INTELLIGENCE AGENCY 




SOTON 25 . O C. 

0$ ^Office Of THE DltEdfOK 


3 2^0 0 1 C OCi' 1359 

The Honorable Joseph Campbell 
The Comptroller General of 
the United States 
Washington 25, IX C. 

Dear Mr. Campbell: 




7 

RECa ,,r ^ 


°CT2I,^ 


( *) /> 
f’t 



Since we had the pleasure of briefing you on 30 July, \x» lave discussed 
further with Mr. Samuelso.n Ir>\v the General Accounting 0/ace r 3 audit of tills 
Agency might Iv improved. I laL;ve that tl*j General Accounting Office crui 
expand u3 current nudL attiviLvxs hi a considerable portion of the Agency, 

;iji(l In moving for. urd iji i.-is d* rcclton f feel ih..t we short d reach tgrxuicn;; 
on certain rind? mental asp.^Ls, 

In the Central Intelligence Agency Act of the Congress, recognising 

some of the vrurpto problems involved hi the conduct of jj it vlli;;, er.ee activities, 
provided broad auinorit ica over the expenditure of and accounting for Agency 
fund*. In particular, Scviio.n 3 of that Act (formerly Cecdcn 10) provides that 
expenditures for objects of a cor/ideatiul, extreorcLnan', or emergency nature 
are "to be accounted for solely ou the certificate o: the Director and every 
such certificate shall be deemed a sufficient voucher for the amount therein 
certified, " This wording docs not contemplate the review of expenditures v.bich 
die Director certified were made for confidential, extraordinary, or emergency 
purposes. 


Y/Mle ail funds appropriated to the Agency are technically cn an "cnvouch- 
ered" basis, it lias been my policy and that of my predecessors to limit the ex- 
ercise of this special authority to U:ose activities \ which in the national interest 
should have the- maximum security protection. To the extent possilile Agency 
fluids axe expended under the other provisions of the Central UitcLU'g.ace Agency 
Act ad the vo.v'ur:? f - a • e erdi rare i . >rv - a.!aM=r r j :>e Cerer'd __j 
Accounting (Juice. Tins policy has J>eea exorctseu to such a degree that cetxoin 
activities, not In them*? lives sensitive but conducted solely La support of Iiighly 
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confidential operations, are funded under general authorities without invoking 
my special authority to make final accounting therefor. A comprehensive audit 
of the sort now conducted by the General Accounting Office in other agencies, If 
applied to our so-called vouchered expenditures, v/ould necessarily reach Into 
the confidential operations which they support and which are protected by my 
special authority under Section 8 of the Act. In these Instances, therefore, the 
comprehensive audit would hove to be limited so ns to remain outside the area 
of sensitive security operations? 

In view of the statutory background, I trust that you will agree with the 
position set forth above. If you have any question I would be delighted to discuss 
the subject with you at your convenience* If we are In agreement on these funda- 
mental principles, I suggest that your representatives continue to explore with 
my Staff the manner In wiiich the scope of the General Accounting Office's audit 
of the Agency may be broadened, consistent with die security requirements 
described alx>ve. 
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. B -133200 


COMPTROLLER GENERAL OP THE UNITED STATES 

WASHINGTON IS 


' October 21, 19$9 

FILE COPY Cflf.JP, 


Honorable Paul J. Kll da^r, Chairman 
Special fiubcosaittee. Central InteHigenc® Agency 
Cesnittos on Ar^cd Services 
Houeo of Hcproceatatlvcs 

£&u‘ Ilr. Cbairr^ij: 


T : rioloced for you c iolbrialiion is a copy of a latter to 
Hr. Alien bailee, director, Central. latolld.^ornco A:;ency> K o:a 
the proposed. oitcar-io;: c f tho mbit f-b Central 
Agency, li'i tMs lotto;* vj at '.to vo arc i.lllii:;:* c~< ft trial 

to I vc..V.a cur o.;l « . 1 :. C iyvece / :c;icy 

uiltlvU; c^rtotn p:\< ue:V'v;e i.i !!»’. jftO.lc';' lot Lor of 

Ceiobav j. 1, l;^y. 


Hneloouro 


ynucibh Lbyii 

Cr .y^rollvr Cereal 
of tie Ur.-.tcl Si'i Voa 


MW*>* 


cwn* 
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COMPTROLLER GENERAL OP THE UNITED STATES 
WASH I NO TON IS 



B-133203 


October 21, 19$9 


Hoaorcble Allen Dulles, Director 
Central Intelligence Agency 

Door Mr. Pulless 

Your letter dated October 16, 1959> coacemir^ a proposed 
extension of our audit of Central Intelligence Agency boo been 
reviewed, and farther discus 3ion3 have been hod betvoen repre- 
ccntaci/os of this Office end your Staff. 


FILE COPY - C0i,)P, CEIL 


Your letter rotes the vnl^ue problem involved in the 
activities of the Central A/jcncy and the bread 

cnlCiorU'.frlru yivc.;i yo". ov» 2 r tfco ^.rr.auiitva-ej of ;nid acco.atinj 
for A r: '.cy ;V.L,‘n. In vjcc.~J.ticu thereof, you iiallcate that an 
GC'Uv of the Central InbvrjLi^unce /■/ .vucy vould Insure to ha lirdted 
to roviovs outaldo the area of Gor^V&ire ixcurlty operations cat 

(1) fr:e?c&tu?ea certified by the Director 
isnlor Station JJ of v'-s Central Intelligences 
ASCixy Act of 19*0, or. emended. 

(2) Certain activities in carport of cs^ifidentlal 
operations protected by your authority licier 
C action 3. 

Ve agree that to th.c extent ecr;ra:itvrc5 eve certified by you no 
confidential, cxtraordlnar:/, or arrav'ucy nature, cudi expenditures 
arc not subject to exfoiuetion by us vithout your ccacurreaco. 

In our comprehensive audits, vs exoiiuo the orgsaioation 
etruetr.ure, agency policies, end agency practices and procedures, 

* — together vith a selective c&stbtt.bion of actual transactions as 
a cecvio of fcapreioinj the application of Agency practices cad 
procedures. Ao a retrain of the Cl ucuscicas vith your Staff it 
oacne possible for the Ser.wl Accaicstiug Office to c::pcuid its 
audit at the Central Intelligence A-oncy into a considerable part 
of tlio Agency 1 s activities, even ftoush our review wold bo 
outside the area of sensitive security operations . Pecnito the 
Uaf. tatiun, re believe cj i result of the rcrievai ve ccUc r;^ho 
that vo vonld be in a position to evaluation* of a substantial 
part of the odoinictrative function*. 


m**' 
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The Central IctelliG^sca Agency presents problems on mifficient 
breadth of coverage end review of detail for the purpose of reaching 
oound evaluations, but vo ere tilling to broaden our activities et 
Central Intelligence Agency within the principles expressed in your 
letter. Eovr/er, in the event it appears after a trial period that 
our reviews are United to r/nch on cifceat that i/o cannot eifeetlvely 
end constructively accomplish any worthwhile objectives, ve will havo 
to consider whether the audit ahould be continued. 


On the basis of the above, ve ere willing to have further 
di ecu salons vJ.th your fViafi* in order that the audio tvey proceed. 


Sincerely yours. 


tfonrph Cf^pbi'V' 

vJ.j-'vl .oiler a 

of thA Ihiit.:;! 


<^k>. 


s »*«•** 

"V. 
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COMPTROLLER GENERAL Of THE UNITED STATES 
WASHINGTON 24 

* * • MAY 1 o 1931 


Honorable Allen Dulles, Director 
- . * Central Intelligence Agency 


», m, 

FILE COPY 


Dear ?Lr. Dulles: 


Ehe General Accounting Office has correlated a rerievr of 
c elec ted overt activities of the Central Intelligence Agency. 
Dane! on this rsvierv, ^re 'relieve that under existing security 
restrictions on the General Accounting Office audit of CIA 
activities, vc do not levs sufficient recess to :r;ii :3 oc-.-rpre- 
h? naive reriors on c. continuing basis that vould he produetivo 
of evaluations helpful to the Congress. 


Our rovioir of roloct-jsl overt activities in the Iv.rvJ.i~ 
Cency Cxi son ant dirclcseu e ©rials :^it eru that vjv<3 Ivsv^ht to 
the attar. tic i cf CIA official *, a?.d ve voro suViord by -fv.ci 
that corrective notion o:\ there rr.tiern is to he* iu/.m, cr i3 
puaeantly wider coac Adoration by CIA.. 

I vl ah to eolrnoirleCgo the c 00-: -ratios of CIA offi/irAc in 
to. 1 dug vr.rlciv.u steju to plv.' e dh:* Curiev: 1 Acor.unM\g urd?.-** in 
a :.i civ. to ir.be t\ cee )*•'': 3:*L:ivo audit of the evort r.cslvitlcs 
of CIA. 


tbenniilttci hoveiith I.; a c;y of u letter evut to Any to tho 
Chaircun, Cgceiul r.vAeceaiv.roe, tvetrai Intelligence Agency, C::> 
uittee on Avr.cd Cervices* IIjujo cf Representatives, proivntir.g ths 
results of car revletr. 

iinsercly yours, 

/A i'l< ( J'l <a ^l; j'l 

Cere? trailer General 
of the United States 

Attachment 
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Sho General Accounting Office hao xcade a rovlev of selected eictivi- 
ties of tlic Central Intelllsoace Agency (CIA) for the pwrpocs of deter- 
mining vhether tie scope of the audit of the General Accounting Office 
could to crpan&cd cufiicicntly to tnius reasonably cornrehenoivo evalua- 
tions of CIA activities that vould be helpful to the Congress. 

flic roviev vea mile parr.rant to tbo interest indicated by the 
Gpec.lol Outee:-nitto:: at clu iw* hearing Jr. ray 19 J 9 * relieving 

osvoxol useiin/j tetueon rcjrjscutativea of the denoriil Accounting Off! Lew 
cud C7A, the r.irjcbor of Central Inijllitoaee r.nd tho Controller Ce:;:;r,J. 
in Oilobev XOZ? h-cl c~i e:*:l. of correspondence c^eerning the v.uiit vud 
conccratrc r^ytricUonr. o.! v^v-eitV.rir^ rsvlova in the erca of mositi-.v} 
i;cciu i. ty e?;* nation's* : vizx'j irero token by CIA to place t>3 G?r:;r.jl 

Ac:oc-\vcAn;; Off lea in &'ro:*it\on iv* o.Aa a coacw.vS5ur.sive audit oV the or ::t 
uctlviUtce cf C.TA* It ie cur vie;/, hmvor, that wider oilot.U',; se-jiuliy 
restrictions on cur a wilt of CIA activities, ve do rot lave r»ufh felons 
i.ccrj* to r.ih-t cor./whsasivo rvviera on a continuing bade that would Vj 
X^rotkiative of evaluations helpful to the Congress. 

Ko Ihiit id our review to celectod overt activities aj uccocs to the 
covert (confidential) aetlvilico of CIA vve denied ue. Va lave had so 
access vhntF.aevor to the Plane Co.rjoacnt, and va cannot effectively review 
and evaluate tha activities of the Sv//;;rt Connonent baeauca the confi- 
dential and overt activities of thiti component arc integratea to each an 
o^nt that ue carnet trihe reasonably corereheneivn audits. Vo have been 
given sufficient rcoese to ifth-a reasonably cctnr'dionoivo reviews of the 
overt, activities of the Intelligence Ccrrvonsnt, but evnh rovieve, in our 
opinion, will no: brs pvoJacvIvc of nlnlricant evaluations beenuna ve can- 
not feasibly evaluate the o.-rtent to volet noaded oveit info mat A on in 
available lor collection or tfaterniae t be need for tbc int elligirtco in- 
formation cc looted for collation and uuj in the production of lntellifsaco 
roper to. About ';J percent of the (vuirnl expenditure o of tlco Intelligence 
Cca.vneat rolu-.ee -vv/rell ui evher .v.ntrnetivvl payments for p^rcoral 
cervices r;::iiered la s. jo vir. ; o.: v.oiu of p . .\~o-aI yu.vpcat -/ader 

broad (pUOelinca oetibjiabei oy the latoUlGcnca oerreuaity the cpecifie 
inforcaticn to bo collc'ctcd, collated, end used in tlw production of 
intelligence reports. 


». : * 
i ’■ : . 

X 
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, Eased on our revlev, ve believe that (l) CIA la financing certain 
Library of Congress activities vhicb substantially transcend CIA's in- 
terest and responsibility for providing a centralized reference service 
as a service of coraon concern to the intelligence ccnnanity and (2) 
administrative controls over CIA's covert field organization, the U.8. 
Joint Publications Research Service, should be strengthened* In addi- 
tion, ve have questioned the arrangements under vhich CIA in financing 
certain activities at the Uspartaent of State* 

V « * 

Two projects at the Library of Congress, the Ibnthly Index of 
Russian Accessions and tlio Past European Accession Index, are 
bo lng financed through the operating bulge to of the Office of Central 
Reference* The budgst of this office includes £665,000 to finance 
the 30 projects in fiscal year 19 ol* Too projects produce publications 
vhich arc prlnarily distributed to public end private research organiza- 
tions and libraries in the (felted 8 titen and r say foreiyu nations, in- 
cluding co:in in the U.C.S.?;. and it? satellites* These projects, in our 
opinion, substantially tiv* sccnft CIA's inherent c*r.d responsibility for 
providing a central reference; facility ns a service of ccrsnon concern to 
the intulllsencs ccsrauii iy. 

* Ua lswo V;r*n adviced by CIA that Va*je:\ on a verie r of the roeiVs cf 
tb 5 intelligence co-^jud.ty, it h.n ;v;-o. that th.5 pvjia.aU v.f:~ 

llchoi foru of thcoe . 1 Au jt/>c lor 5atulli:.e.'.c:t p.u'por-iJ, 

but, thurc aro i-ortiur/i of • ;.i uvh s , or}: that -pas ir.co Iho p:*\*y~ra- 
tion of the that CIA vrald «. s.vt to co:stiv*.j, cud tea uiuv is 

invVir active consideration v.c d:.z vhnt \ Lon of ’coo /’cUv.&A 

costa chon Id continue to *-j ficuo:-;*! by CXA* 

Certain aCuVniatvntivj crceeclvrns pertinent to CIA's, control ever 
tha activities of its cohort fi:-ld or:r*.r.i/aticn, tho U.S. Joi ;i lvb- 
Hc&ticni i.oscurch Cervicj, sbci'Jd be nUr^vrUrnasd. 1 *:? havo loan ad- 
vised by CIA tiut cbAxycc arc to be vaich vlll ctrasgth-ra thecs 
controls* 

Tvo projects at the Department of State, the Katicral Intslllf;:;nee 
Survey and Biographic IntelU.f-’.icj, are heir ? sir.aaeed by CIA thrrj’.h 
the operating budge to of the Cl flee of Control Reference and the Office 
of Basic Intelligence* Tie buicato of the tvo offices include £2, It 17, GOO 
to finance tBSse projects in If/Jl. Xr. April l?5l, ve vero adviced by CIA 
that the Department of Ptate and CIA have been considering the possible 
transfer of these Report neat cf State activities to CIA* CIA presently 
hao under consideration other intt-ers raised ly us oa these financing 
arrongeynanto, and ve vlll furnish you with a eupplor,? 2 tary letter vfcen 
decision hao been reached thereon* 

la a j f.uch a a carno:*., our opinion, ascc: nl.i sh r.tay 

vorthvhilo audit objectives oa a continuing basis, ve plan to discontinue 
our audit of CIA activities* 


We oro prepared to dlocus3 these tatters vith you should you oo 
dosiro. ~ ' 

A copy of this letter is being sent today to the Director of Central 
Intelligence. 

. ' Sincerely your 3 , 


Controller General 
of the United States 
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CENTRAL INTELLIGENCE AGENCY 


# • o 




WASHINGTON 29. D. C. 


OFFICE OF THE DIRECTOR 



17. May 1961 


The. Honorable Joseph Campbell 
Comptroller General of the United States 
Washington 25, D.C. 

Dear Mr. Campbell: 




I have your letter of 16 May 1961 enclosing a copy of your letter of 
the same date to the Honorable Paul J. Kilday with regard to your review 
of selected activities of the. Central Intelligence Agency for the purpose of 
determining whether the scope of the audit of the General Accounting 
Office could be expanded. 

1 wish to express my appreciation for your cooperation and under- 
standing since our exchange of correspondence in October of 1959 which 
formed die basis on which we have jointly attempted to expand GAO audit 
activities in die Central Intelligence Agency. The reviews made by your 
representatives have brought a number of matters to our attention which 
have been helpful and on which corrective action either has been or is 
being taken . 


I believe that over the years the audit of Agency activities by the 
General Accounting Office has been most beneficial and regret that you 
plan to discontinue it completely. Before final action is taken I should 
like very much to discuss with you the possibility of your continuing an 
audit on some scale . 






58-920 0 - 75 - 33 
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Kay 18, 1961 



Honorable Joseph Campbell 

Comptroller General of the United States 

Washington 25, D. C. 

Dear Mr. Campbell: 

This is with reference to your letter of May 16 to honorable 
% Paul J. Kilday, Chairman, Subcommittee on the Central Intelligence 
Agency, Committee on Armed Services. 

Hr. Kilday and I have discussed the contents of your letter 
at so.ve length and in vie ; of the course of action which you 
contemplate » I fee!, it incumbent upon me to promptly express uy 
judgment on this natter. 

As you know, Mr. Kilday' s Subcommittee gave considerable 
attention to the audit conducted by the General Accounting Office 
of the Central Intelligence Agency, It was fully recognized that 
there were certain restrictions on the scope of the audit by the 
General Accounting Office, which restrictions were inherent in a 
relationship of this nature. However, the Subcommittee vas of the 
firm opinion that even a United audit of overt accounting actions 
would serve a worthwhile purpose. In furtherance of that judgment, 

- the Subcommittee concluded that the limitations which were inherent 
required more experienced representatives of your office than had 
been assigned to this function. The Committee vas gratified that 
you concurred in that judgment and improved the quality of the 
representatives so assigned. 

I am of the firm opinion that the points which you raise in 
your letter to Mr. Kilday should be the subject of further discussions 
between the Cc* -r.it tee, the Ceaaral Accounting Office, and the Central 


%&&- 


*<. 
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Honorable Joseph Caepbell 

Page Two May 16, 1961 



Intelligence Agency* Pending the corapletipn of those discussions, 

I can not recosraend too strongly against the course of action 
which you propose in the final paragraph on page two of your letter* 
I know you must fully appreciate that there are other overriding 
considerations which can not be divorced, under prevailing cir- 
cusstances, frora any change in the existing relationship between 
your office and the Central Intelligence Agency* 

I trust you will agree with ray firra belief that there is 
nothing in this situation which requires precipitous action. 

On the other hand, I want to assure you that the raatterc set 
forth in your letter will be the subject of further consideration 
by Hr* Kilday's Subcommittee, ir. full consultation with your 
office, at a time which? better ccocrmodatcs the overriding 
requirements of national interest* 

I would appreciate a response to this expression of ray views* 

With kindest regards, I ax 



v 
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COMPTROLLER GENERAL OF THE UNITED STATES 
WASHINGTON ti 

B-133200 

KAY 2 3 1961 

Honorable Carl Vinson, Chairman 
Committee on Armed Services 
House of Representatives 

Dear Mr. Chairman i 

Wa acknowledge your letter dated May 18, 1961, responding to 
our letter of May 16 to the Honorable Paul J. Kllday, Chairman, 
Subcommittee on the Central Intelligence Agency, Committee on 
Armed Services, relating to our reviews at the Central Intelligence 
Agency. 

i to are mindful of the interest in our reviews at CIA as expressed 
by Chairman Kilday end members of his Subcommittee to a r:presi native 
of our Office at an executive reeling on May 15, Av39. After cansio'ur- 
ing th *so views v.e So formed Choiimjri Kildvy by letter dated .’.ay 2>. 
1959, that we believed a broader tyoo of audit pore in line \<ith our 
regular comprehensive audit opprorch v.as appropriate for uur work at 
CIA. The expanded work would include- an examination of vcuch red 
expenditures, >,t the outset, the controls and procedures i 

in processing expenditures. In addition, ve woui $ .a:!;o an ticn 

of the support for unvcucherc J expenditures in accordance with such 
agreement as to access os could b* ; arranged between CIA end our Office, 
Wf» also stated in this letter that heretofore v.o had carried out only 
limited aunit work at CIA and that we did not believe such limited 
work should be continued. 

Following several me.: tings with the Director, Central Intelligence 
Agency, 3nd members of his staff, -o exchanged correspondence in 
October 1959 which in essence recognized that an audit of C?nlrjl 
Intelligence Agency would have to be limited to reviews outside jthe 
areas of sensitive security operations on* 

(1) Cxper.di lures certified by the Director under 
Section 8 of Central Intelligence Act of 1949, 
as ant-nded. 

(2) Certain activities in support of confidential 
operations protect’d by the authority to th? 

\j L rector urvi i* .seer, i, an 'l , 
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Wo agreed th%t to the extent expenditures were certified by the 
Director as being of a confidential, extraordinary, or emergency 
nature, such expenditures Mere not subject to examination by the 
General Accounting Office without the concurrence of the Director. 
Nonetheless, we were willing to broaden our activities at CIA within 
the principles laid down by the Director in his letter of October 16, 
1959, but wo stated in our reply dated October 21, 1959, that In the 
event it appeared after a trial period our reviews were limited to 
such an extent that we could not effectively and constructively 
accomplish any worthwhile objectives we would consider whether or 
not the auJit should be continued. 


During the ensuing 18 months we undertook to make reviews of 
selected overt activities as access to the covert activities -..as 
not mr!e available to us. In this connection, access to th$ activ- 
ities of the Support Component in which we could ho expected to ba 
most effective in our revi'js was significantly limited because 
covert and overt activities of tills component are integrated. V/e 
were not able* to rovlc-.? sufficiently financial jn*»n^gc*r.:*nt, property 
finn*go:.v"nt, jvocus*;m*nt. rd similar nr.Livitirs for any offrcLlve 
apprais-ii of the a iV: nlstcc \ Ion of the'; • activities. Cor ncciss for 
o revlv. of Lhc ini ‘rr»:A vu i 1 1 ovapra.i and reports was v*rv limited 
and ’..‘3 had no accuse, .-h-.tcv'r to t*v: ' ork of th^ Inrpactor G:n?ral; 
th^r^fore, w.* v.-ro not to iprnv.isa thv infe-mal :v .vi >./ r-^chj- 

nl svjS within tin Vrncy. h*v.* :ni rather co.^'c-ic >rc' or co tlv 
activities of the J n-vlUg::m» i^r.p'-.nrnt, hut the n-.hjr.: of these 
activities r n:i the lack of tempi -it* cf'-s to internal r*:vi' < p:\mp r;.*' 
end reports has significantly Jir.Ltcd cur c f foots v-.-n ;s in true area. 

In • jo . i*r taking to brovi.n our i?vic. s at the C- iural Intelligence 
Ag:*ncy, wo ncoonizo-i th*. t the nature of * ho i ctivi Lie.-, of ihic Agency 
presented problems on sufficient breadth of covar^ue end rovi a oi 
detail for the purpose* of r^chi.vj sound conclusions. N? m.vh. ovary 
effort if* bro* 3?n cur j .vi-:.; of Lh ■ :ctivlti-.s of thv <Vj:ncy within 
the limitations tilch ’/are placed on us, ani wo >ish to assur* you our 
conclusion that vu could not effectively acco.npli sh any worth ;Mlc 
audit objectives at CIA on a continuing basis was reaches' only uftor 
considering all ;h.> factors as s than, llavevor, laving in mini 
your fi/n b:lief th.-.t our work should not bo discontinued wo will 
continue cur lifiltad pvogra x.. 

We note fron yenr letter that Chairman Kllday's Subccmitto » 
will further consider thv contents of our letter of May 16, and wo 
shall be prapsro.i to r.-.ot with bin and the members of his Subcor.r.it tc? 
at their convenience. 


Sire -rely ymrs, 

I 

! Jf VwKH CA-Ahd-: Lt 

, Comptroller General 
of the United States 
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Honorable Alien Dulles, Director 
Central Intelligence Agency 

Dear Mr* tallest 

We acknowledge your letter dated May 17, 1961, responding to 
our letter of May 16 to you relating to our reviews at ths Central 
Intelligence* Agency* 

Wo acknowledge also your appreciation in our Joint attempt to 
expand the G:n;*rol Accounting Office activities at the Control 
Intelligence Agency nnJ yror cement that the reviews nsdo by our 
roprrsvrUatlv:*s hiv".* bc*'.n helpful* As noted in our letter of 
Miy 16, 1961, we do not b: 11 eve tint v;a have had sufficient access 
to pornit us to wako re vie. s sufficient In scope* to be helpful to 
the Congress rnJ for this reason v:o planned to discontinue the 
audit iit this tir.e* Your letter notes that over the years the 
work of the 0‘nsral Accounting Office has be.n r.ost beneficial 
to you* 

V.V believe it is appropriate here to clarify the scope of our 
work program pr*-.csdlng the reviews that wore undertaken following 
our exchange of letters in Cctober 1909* 

Following the enactment of th* Central Intelligence Agency 
Act in 1949, the th:n Director of the Ag:ncy requested that not- 
withstanding the very broad and unusual powers granted to the 
C'-ntral Intelligence Agency by the act an audit of oxpen dituros 
at th3r site as previously performed by tha General Accounting 
Office be continued* Accordingly the General Accounting Office 
continued to make audits of vouchered expenditures under the S3ina 
arrangements that •••ere In effect with the predecessor Central 
Intelligence feroup. In view of the provisions of Section 0 of 
the Central Intelligence Agency Act no exceptions were token to 
any txpendltures but questionable payments coning to our attention 
were referred to the CIA Comptroller 's Office for corrective action 
We did not nek** a substantive rovi^v of Auvncy policies nor of it'; 
practices "ui p.-oc^sur:.-. :n *. v." ,r,\jo no audit of expenditures of 
unvouchered funds. . . 




However, et the tlmt of the enactment of CIA legislation In 
1949 we were in the process of applying tb» cosprphsnsive audit 
approach to the activities of evost Government agencies* Under 
this audit approach our basic purpose 1$ to review and evaluate 
the manner in which the agency or activity under audit carries 
out its financial responsibilities. Vfe construe financial re- 
sponsibilities as including the expenditure of funds and the 
utilization cf property and personnel In furtherance only of 
authorized programs or activities In an effective, efficient 
and economical manner. In carrying out this typo of audit we 
examine the organization's structure and review the established 
agency policies for conformity to legislative intent and applica- 
bility to agency activities. W? also ex&aine agency practices 
and procedures followed in carrying out the agency policies and 
make a selective examination of actual transactions as a evsons 
of eppralslng the replication of agency practices and procedures. 
It was this kind of a review that proposed for the Control 
Intelligence Agency in accordance ».ith nh-.tc-v^r agror.ent we 
could resell with you as to sccrss to the records. Our v.ork dur- 
ing the last Id ninths ha a dcrion* to us chat undo.? existing 

security restrictions do not h.sv? sufficient access to mfcc 
comprehensive rcvxc.s oi C7#\ .-ctivitte: or. * Cw.tlnuinj b^«.is 
that v;oulJ b- productive* cf <:V: luvtiuns Iv-lpful to tht Congress. 

V/c dec-ply appreciate? your interest in the possibility of 
continuing cur work at th* C ntro). lnt lllfunco Ag.ncy cn row/ 
scale end wo are prepared to discuss this proro'Ct at your con- 
venience. i’or th? present «; nci pending discussions with you and 
appropriate ccnjrcssicml interests, v.l 1 1 continue our llr.iitcd 
program. 

Slnc^rv ly yours, 


JOSSPK CAMMJSa 


Controller General 
of the United States 
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COMPTROLLER GENERAL OF THE UNITED STATES 
WASHINGTON 21 
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Honorable Carl Vinson, Chairman 
Committee on At red Services 
House of Representatively 


Dear Mr* Chairman: 


By letter dated !;Vy 16, 1961, to Honorable Paul J. KUday, 
Chatman, Special Sub:::, ilttrn, Central Intelligence A 3 ©ncy, 
Cormlttee on Arr.sd S .rvv:M, Ileuses cf Representatives , we reported 
upon our review < * r-.sl-.c acclvj tiers of Central Intelligence 
Agency (CIA) for th.: of detcrr.ir.in 3 whether the scope cf 

the audit of far. "-'I count in'; Office could be expended 

sufficiently tc r \ha hi > cr ■•grebenoivo evaluations of CIA 

activities. 7: Oi* *. .. . v ve cvtaJ that under the existing 
security vartrf * *. *. 1 . w ot C:.» activities we did not 

have sufficient '. *■ V.e c. prJumivo review*: on a continu- 
ing bast*; tf.'L *. ;vc-jat«v 2 of evaluation:* helpful to the 

Congress nnd Llv.t :v C :• C J - jccr.tir.uu lb 3 work. 

Ycur 1 1 M •*: to ;... .-.I h..y If., U$i, reco, '.r.r.deJ that thn 

audit net b.i ;1 1 jcv.v.i cl th..l ti*v end accordingly *.v: 1-f.vo 
continued our w.rh .oc Cii djjyilu cevom 1 1 :*.l taticr.s placed 
upon ur.. tut* further r.:vi x.'i, cr-nfir.'J wholly to certain units 
in the Iiiteilif, nee Cc;^;.cner.t f lave nr c resulted in any chcngo in 
our views thn l uiilur o.tirMiv, security restrictions cn cur audit 
of CIA activities wo '0 riot hcAv sufficient access to effectively 
ecccrsplijh any ver t h r\i lo audit objectives at CIA on a continuing 
basis. Wo are cubuitt: ng this letter so that ycu nay consider 
further our views on thij ratter at this time. 


The limitations placed upon cur audit activities at CIA are 
severe. Following several meetings with the Director, Central 
Intelligence Agency, an! r.enbnrs of his staff, we exchanged 
correspondence in (etcher 19 0 ? which in essence recognized that an 
audit of CTA would ix-v? to be United to reviews outside the areas 
of sensitive security operations cn: 

(1) Expenditures certified by the Director under 
f.eatinn P of Central Intelligence Act of 1949, 
i\i . :.»r 1 .-J . 

(2) Certain activities in support of confidential 
operations protected by the authority to the 
Director under Section 8 . 
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We agreed that to the extent expenditures were certified by the 
Director as being of a confidential, extraordinary, or emergency 
nature, such expenditures were not subject? to examination by the 
General Accounting Office without the concurrence of the Director. 

The activities in support of the confidential operations embraced 
v practically all cf the administrative operations, nonetheless, we 
, , were willing to attempt to cake an eudit at CIA within the principles 
stated by the Director In his letter of October 16, 1969, but in our 
reply dated October 21, 1959, we stated that in the event it appeared 
after a trial period our reviews were Halted to such an extent that 
we could not effectively and constructively accomplish cny worthwhile 
objectives we would consider whether cr not the audit should be 
continued. 

During the ensuing 30 r.cnths v?e undertook to s:aka reviews of 
selected overt activities cs access to the covert activities wns not 
nade available to us. In this connection, access to the activities — 
of the Support Cc.*;:>on:nt in which wo could be expected to ba rout 
effective in cur reviews v*:»s significantly Il'Mtcd because cover t 
and overt activities e 2 thin cc.-pcnert are integrated. As w?ru n-.t 
able to review saCvicFentiy financial vent, property rona- '■ w»nt , 

contracting, out , t nJ similar i.cLlvitict for ».ny effective 

appraisal of the cdritnlsuv.* ion cf the a a acti vlVi-is. Cur acves.:; for 
n review of the internal eudit program end rcpccr.s w.-is very 
end \w had no access whatever to tr.c wnrl; of uhu Imp — c j’.v l j 

therefore, wv» v?ra nut a* !r- to appraise the internet re.’ l „w » , .'sciMui € ;-u 
within thv Agency. have had vethev complete access to c\v- r ntlvi v ie 
of the In toll 1 gone 2 Component, but c he nature of these ccttvillos ar.l 
the lack of complete access to inttmul ruvlcv pr<v,.:cr.s tr.i report a 
has significantly llndtcd cur of feet 1 vanes v. in this «rea. 

In undertaking to twU reviews at the Central Intel Hrenov /gen cy, 
wc recognized that the nature of the activities of this / goncy pre- 
sented problems on sufficient breadth of coverage end review of detail 
for the purpose of reaching sound conclusions. i<‘e have r:fdc “Every 
effort to broaden our review cf the activities cf the agency within 
the limitations which v/jee placed on us, and we wish to assure you 
that our conclusion that we could not effectively ccccriplish »\.:y 
worthwhile audit objectives tt CIA on a continuing basis was reached 
only after considering all the factors as we saw thea. 

To obtain the n&xirsua effectiveness of a General Accounting Off lea 
cudit^of^C-iA activities, it would be n?ccssery for cur audit staff to 
have nearly complete access to CIA activities. However, we believe it 
to be possible to perform reasonably comprehensive reviews of CIA 
activities if ;n w-ci emitted complsto a ccaas to th* administrative 
activities, such as financial, prccuremnnt > prep-arty, { 'ici;z\ n*sl 



management and Internal review activities that are perforeed In 
support of both sensitive, and nonsensitivs operations of CIA. 

# 

We appreciate your Interest in our work at CIA and the 
expression of your views on the discontinuance of our work there 
is invited. We are prepared to discuss these matters further with 
you. . 


Sincerely yours. 
"Joseph Campbell 


Comptroller General 
of the United States 
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HOUSE OF REPRESENTATIVES 
COMMITTEE ON ARMED SERVICES 
SUITE-?*}, HOUSC OFFICE BUILD I NO 

|4\ ^WASHINGTON'S, D.C 


July 18^1962 


Honorable Joseph Campbell 
The Comptroller General 
of the United States 
Washington 25, D. C. 




V 


Dear Mr. Campbell: 


I have read your letter of June 21, 19 o2, concerning the re- 
strictions on your perform nee of an audit of the Central Intelli- 
gence Agency and your opinion that ns a result of those restrictions 
yon could not effectively accomplish any worthwhile audit objectives 
at the Central Intelligence Agency. 


I believe the restrictions you not with in the Centra?. Intelli- 
gence Agency are necessary for the proper perfoniar.ee of its intelli- 
gence activities and should be maintained . Also, Mr. McCone has 
informed ce that among the re organizational steps he has carried out 
is a major strengthening of the cav.pt roller end internal audit functions 
in the Agency. Consequently, I believe you have not the objectives of 
r\y letter of May 18, 190I, which recomended that you continue your work 
in the Agency at that tixie, end since after this trial period you feel 
confirmed in your opinion that it is not a worthwhile effort, I will 
accept your conclusion that you should withdraw frea further audit 
activities in the Central Intelligence Agency. 


Sincerely, 


\ 


% 




Carl Vinson 
Chairman 
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COMFTKOLLE* GENERAL 
OF THE UNJTtO STATES 
WASHINGTON 

JUL 2 <i 1962 


Dear Mr. Cliairmani 



Your lott&r dated July 13, 1962, on furthar 
audit activities by the General Accounting Cftice 
at Centra] Intelligence Agency to acknowledged. 


Your acceptance oj! our conclusion that ve 
withdraw front further audit activities at this 
Agency is appreciated and v* will proceed to c-v> 
the vorh that is in prtfeets ft a relatively 
early date. 


Sincerely, 

Joseph CoapbeJU 

Comptroller General 
of tha fnited States 


Honorable Carl Vinson 
Chairman, Committee on 
Amed Services 
House o£ Representative* 
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Part E.— Letter of November 10, 1975, from Mr. Staats to Chair- 
man Pike responding to questions raised during the July 31 
hearing. 



COMPTROLLER GENERAL OF THE UNITED STATES 
WASHINGTON. O.C. 1054* 


B-179296 November 10, 1975 

B-133200 


The Honorable Otis G. Pike, Chairman 
Select Committee on Intelligence 
House of Representatives 

Dear Mr. Chairman: 

This letter responds to your request dated October 8, 
1975, for advice and recommendations for the Committee's 
consideration. Since July 31, 1975, when your Committee 
received our testimony regarding the relationship between 
the General Accounting Office and the intelligence 
agencies, our staff has been in contact on several 
occasions with the Committee staff to render assistance 
and advice wherever possible. During one of these recent 
meetings we discussed a series of questions posed to us 
near the end of the July 31 hearing. We were requested 
to supply the Committee with a written statement with 
respect to the issues raised by those questions. 

This letter sets forth our views on the topic of 
distinguishing, for budget and cost-accounting purposes, 
between "intelligence" and "non-intelligence" expenditures 
This letter also addresses the topics of (a) legislative 
changes needed to facilitate meaningful GAO audit of 
intelligence activities and (b) the establishment of a 
separate personnel clearance and physical security system 
for the GAO and for the Congress. 

A general observation ought to be made as background 
to the specific points upon which you have asked our com- 
ments. The Congress must first make certain fundamental 
determinations as to the manner and methods by which it 
will exercise its oversight role. Once this set of basic 
decisions has been made, the role of the GAO in support 
of the legislative review function can be more easily and 
precisely determined. Until these matters are resolved, 
GAO's review activity with respect to the intelligence 
agencies will be severely circumscribed by the combination 
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of legal and practical inhibitions outlined in our 
July 31 testimony. Therefore, we see any expansion of 
our sphere of activity in this area as being particularly 
dependent upon a strong and clear endorsement from the 
congressional oversight committees. 

intelligence 11 Budget and Costs 

The Congress will ultimately have to define the 
intelligence community by establishing the activities it 
wants included in an "intelligence" budget; otherwise, 
it will be left to the executive branch agencies to 
develop their own interpretations of the concept of 
"intelligence." For example, does the Congress want to 
classify Civil Service Commission or Federal Bureau of 
Investigation background investigations on applicants 
for Federal employment as being intelligence-gathering 
for budget purposes? One way this congressional defini- 
tion might be made would be in the statement of jurisdic- 
tion of any new committees which might be created, e.g., 
a joint committee on intelligence. 

Once the Congress has outlined the activities which 
it wants identified and reported in the intelligence 
budget, it will be possible to establish guidelines for 
the executive branch to follow in developing and submit- 
ting the budget. The following concepts appear to merit 
consideration in the establishment of those guidelines. 

Installations established for the sole purpose of 
intelligence-gathering should be fully budgeted for under 
the intelligence budget. This would include all support 
and administrative costs as well as the direct costs of 
intelligence-gathering. Where an intelligence component 
is only part of an installation's mission, the costs of 
that component should be identified and included in the 
intelligence budget, provided that the intelligence por- 
tion of the overall mission meets defined criteria of 
cost significance. In addition to the direct costs of 
the component, there should be included ah appropriate 
share of the support or administrative costs of the 
installation. 
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In budgeting for capital investment in equipment or 
facilities; that part of the investment which is for the 
purpose of intelligence-gathering as defined by the Con- 
gress should be identified and included in the intelligence 
budget. This identification is relatively simple when the 
equipment or facility is solely or primarily used for the 
purpose of intelligence-gathering. Where the equipment or 
facility is multipurpose, it is more difficult to identify 
the amount of investment which should be identified in the 
intelligence budget. However, the Congress should make 
clear its interest in having the intelligence investment 
determined on a reasonable basis and reported to the 
Congress along with the rationale used in making the 
determination. As an example, if out of a force of 30 
ships of a type two were normally deployed on intelligence 
missions, it would be reasonable when budgeting for a 
replacement ship to use 6 2/3 percent of the total cost in 
computing the amount of intelligence investment. 

Multimission organizational units when scheduled to 
perform intelligence-gathering missions would be budgeted 
for in the intelligence budget, again with the proviso 
that the intelligence costs should be large enough to 
warrant separate treatment. All direct costs and an 
appropriate share of the costs of the administering organs 
ization would be included in the intelligence budget. 
Extraordinary repair and maintenance costs attributable to 
the intelligence-gathering mission would also be budgeted 
for as intelligence. 

Legislative ' Changes 

You have also asked us to identify some of the specific 
statutory changes needed to enable GAO to conduct thorough 
audits of the intelligence community, as well as some 
estimate of the manpower requirements associated with such 
audit efforts. As a result of the Committee's request, our 
Office of General Counsel has provided the Committee staff 
draft legislative language to enlarge the scope of GAO's 
audit authority with respect to funds expended on the 
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certificate of the head of a department or establishment. 
We are ready to continue to assist the Committee in this 
manner. 

On the subject of certified expenditures, it seems 
quite clear that any meaningful GAO review will be 
dependent upon the revision of existing law. As we 
noted in our July 31 prepared statement, the existing 
legal restrictions on our authority are found in the 
organic Central Intelligence Agency statutes and in cer- 
tain limitations written into annual appropriations acts 
for a number of agencies. In addition, there are other 
provisions of permanent law, to which we referred in the 
appendix to our July 31, 1975, letter to the Committee, 
which we believe ought to be considered by the Committee. 
The significant legal citations are: 10 U.S.C. 7202(a), 

relating to expenditures on the certificate of the 
Secretary of the Navy? 28 U.S.C. 537, concerning con- 
fidential expenditures by the Federal Bureau of Investiga- 
tion upon the certificate of the Attorney General; and 
section 6(a) of P.L. 86-36, relating to non-disclosure of 
information pertaining to the National Security Agency. 

While we do not believe that removal or relaxation of 
these legislative provisions will alone insure the type of 
legislative branch oversight which your Committee or the 
Congress may desire, any reviews GAO might want to make in 
the future with respect to intelligence expenditures would 
be dependent, at a minimum, on appropriate statutory 
alterations. Moreover, even where there are no statutory 
bars to GAO reviews and access to information, we have 
sometimes experienced difficulties in securing necessary 
access to agency records. We have therefore sought 
legislation to provide a judicial resolution of these 
problems. In the Senate, the bill is S. 2268, upon which 
we testified on October 2, 1975, before the Senate Govern- 
ment Operations Subcommittee on Reports, Accounting and 
Management? our proposed legislation has not yet been 
introduced in the House of Representatives. A current 
case-in-point is the matter of our review of the FBI's 
domestic intelligence operations, wherein there has arisen 
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a dispute over GAO's access to investigative files on a 
random sample basis. This situation was discussed in 
our testimony on September 24, 1975, before the Subcom- 
mittee on Civil Rights and Constitutional Rights, House 
Judiciary Committee? copies of the GAO statement have 
been provided to the staff of your Committee. Of course, 
there is another option, which we mentioned in our 
testimony before your Committee; this option would be to 
seek explicit legislative authority for GAO audit of the 
intelligence agencies and access to the requisite informa- 
tion. Unlike the approach represented by S. 2268, this is 
not a course of action which we have pursued, but neither 
have we ruled it out. Your Committee could devote some 
— attention to the possibility of recommending such legisla- 
tion in its final report. 

Our Office has quite limited familiarity with the 
scope and nature of the operations of the intelligence 
agencies, since we have not conducted any systematic self- 
initiated reviews of intelligence activities. In our 
testimony we identified several areas of activity where we 
believe that, given the necessary authority, we could con- 
duct useful management- type reviews. However, the magnitude 
of the effort required to actively pursue these lines of 
inquiry can only be realistically assessed after we have 
obtained some actual experience under whatever revisions 
or clarifications Congress might make in our statutory 
authority. We would follow the practice we observe with 
respect to audits of other Federal programs and activities-- 
to make a preliminary survey to acquaint ourselves with the 
program or activity to a sufficient degree that we can 
identify specific areas or issues warranting further review 
because of their potential for improved efficiency or 
economy or because of an apparent need to focus management 
attention in order to achieve more fully the intended 
results of the program or activity. As this approach 
implies, the manpower expenditure at the outset, or survey 
stage, is usually much less than that which takes place 
later on during the full-scale review. Therefore, we would 
anticipate, under the circumstances stated in the Committee's 
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inquiry, that in the beginning we would expend the equivalent 
of several man-years of effort, with an undetermined but 
probably significant increase in effort thereafter. Of 
course, this would be largely dependent not only on the 
nature of changes which might be made in existing laws, 
but also on the interests of the appropriate oversight 
structure in the Congress. 

Personnel and Physical Security 
for Intelligence Information 

The Committee's third area of interest, in which you 
requested our comments, concerns personnel security 
clearances and physical custody of sensitive intelligence 
documents. It was suggested that the GAO could and should 
develop a procedure for its own use and that of the Congress 
which would be independent of the executive branch. 

We do not believe that the development and operation of 
a separate set of procedures for making determinations on 
personnel security clearances or for maintaining physical 
custody of highly sensitive intelligence information would 
be worth the difficulty and expense entailed. Routine "Top 
Secret" security clearances are granted to our employees 
when the nature of their work requires. We have experienced 
no particular difficulties or delays in receiving the 
results of the full field investigations conducted for us by 
the Civil Service Commission on a reimbursable basis. With 
respect to special clearances required for access to 
intelligence data, we have to date not needed more than a 
relatively few, primarily for those members of our staff 
dealing with the National Security Agency. While these 
clearances are more time-consuming than "Top Secret" 
clearance, we have recently noted a decrease in the time 
lapse between the request for a clearance and the notifica- 
tion that it has been granted. We have observed nothing to 
suggest that our requests for clearances are not treated as 
expeditiously as internal executive branch requests; indeed, 
it is possible that some priority is being given to our 
requests. 

Further, with regard to physical custody of sensitive 
information, we maintain possession of many documents which 
are classified "Secret" or "Top Secret." However, special 
types of safeguards are necessary to maintain possession of 
many categories of intelligence information. As a practical 
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solution, when a question might arise concerning where 
intelligence information is to be kept either during 
or after a GAO review, we would have no problem if the 
executive agency were to have physical custody of the 
extra copies of the report and the supporting work- 
papers, provided we had an agreement that recognized the 
right of access on the part of our employees. In fact, 
during the July 31 hearing, we referred to just such a 
situation where the extra copies of our report to the 
House Armed Services Special Subcommittee on Intelligence 
on certain CIA activities and the workpapers we compiled 
in conducting the review are retained at CIA headquarters, 
subject to availability to our staff. 

On the other side of the question, there is the 
problem of the need to develop capabilities and techniques 
for conducting our own full-field investigations, the 
matter of the degree of co-operation we could expect from 
law enforcement agencies, informants, institutions of 
learning and other investigative sources which may be 
hesitant to deal with an agency other than one with which 
they have had long-standing and well-refined working 
relationships, and the core issue of the recognition or 
lack of recognition which might be accorded to such security 
clearances by those agencies from whom, after all, the 
needed information is to be obtained. In addition, there 
""would obviously be a question concerning the propriety of 
a legislative branch agency conducting intimate background 
investigations on Members of Congress and congressional 
staffs, should any such system include the Congress as well 
as GAO. 

A less drastic alternative is now in effect on a pilot 
basis, under the sponsorship of the House Government 
Operations Committee. Under the procedures worked out 
between the Committee, the GAO, and the Civil Service Com- 
mission, the existing executive branch investigative 
resources provide the necessary data and reports, while the 
Committee Chairman, after obtaining advice from GAO 
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officials conversant with security investigation matters, 
makes a determination with respect to each Committee 
staff member as to whether he will grant a security 
* l '** lh * clearance. A copy of the Chairman's formal determination 
is forwarded to GAO for reference control purposes; the 
investigative files and reports remain property of the 
Committee. Agencies needing security verification may 
be permitted to review the security files in the Committee 
offices. 

Some consideration has been given to the possibility 
that, if this procedure proves successful, the other Com- 
mittees of the Congress will be able to make use of this 
__ system. At present, the Committee has forwarded several 
applications to GAO for referral to the Civil Service 
Commission, but no application has yet proceeded through 
all the steps specified. Intelligence clearances and 
atomic energy "Q" clearances have been recognized, however, 
as a separate problem and are not covered by this new pro- 
cedure. Should the Committee desire additional information 
about this matter, our staff is available to discuss the 
details with the Committee staff. 

New Oversight Committee 

Your October 8 letter invites our views and recommenda- 
tions with respect to the actions for legislative and 
administrative reforms which the Committee might consider. 
Looking toward a future which seems certain to be 
characterized by a different congressional approach to 
oversight of the intelligence agencies, we would be in 
favor of a joint committee arrangement to carry out this 
function. The experience of the Joint Committee on Atomic 
Energy provides an example of House-Senate co-operation to 
limit the number of persons in both houses who need to have 
detailed knowledge of sensitive matters and to limit the 
number of necessary supportive staff. In addition, a joint 
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committee would constitute a focal point with which 
GAO could co-ordinate its future review efforts and 
to which we could properly report our findings. To 
be fully effective and to insure public confidence 
that oversight is being truly exercised by the Congress, 
the joint committee will have to be representative of 
the whole Congress and membership on the committee should 
be for a fixed duration. The specified period of member- 
ship should be long enough that sufficient knowledge and 
expertise in the intelligence community can be acquired 
by the members. It will probably also be desirable that 
there be members of the joint committee who hold con- 
current membership on other standing committees having 
jurisdiction over some significant portion of the 
intelligence community. 

On the administrative side, while we are not privy 
to information necessary to form specific views, we would 
strongly endorse the principle that agency internal audits 
functions should be performed actively, by competent and 
adequately staffed offices, armed by clear and broad 
authority, with reporting responsibility to the highest 
levels of management. Similarly, the budget review role 
of the Office of Management and Budget should be confirmed 
and, if necessary, strengthened. 

In conclusion, we recognize the possible need for 
adjustments to our internal structure and operating pro- 
cedures in order to accommodate the special needs associated 
with any significant reviews of intelligence activities. If 
the future brings us a more meaningful rojfe to perform, you 
may be assured that GAO will make the necessary adaptations. 

We trust that our observations will be helpful and if 
we can further assist in developing specific legislative 
language or in any other way, please let us know. 



Comptroller General 
of the United States 
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Appendix VI.— Office of Management and Budget staff: 
Biographical sketches. _ 

EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEM’ NT AND BUDGET 

WASHINGTON. L'.C. 20503 




JAMES T. LYNN 


James T. Lynn Is Director of the Office of Management 
and Budget, an Assistant to the President and a member of 
his Cabinet. 

Mr. Lynn came to the Federal governmnt in March 1969 
as General Counsel of the Department of Commerce and became 
Under Secretary of that Department in April 1971. From 
February 1973 until becoming Director of OMB in February 
1975, he served as Secretary of Housing and Urban Development. 

Mr. Lynn was born in Cleveland, Ohio, on February 27, 

1927. He graduated summa cum laude from Adelbert College 
of Western Reserve University in 1948 with a Bachelor of 
Arts degree in economics and political science. He received 
his Bachelor of Laws degree magna cum laude from the Harvard 
Law School in 1951. 

Returning that year to Cleveland, Mr. Lynn started 
practice with the law firm of Jones, Day, Cockley and Reavis. 

He became a partner in 1960 and remained with the firm until 
he entered public service in 1969. 

Mr. Lynn is married to the former Joan Miller of Cleveland. 
They live in Bethesda, Maryland, with their three children, 
Marjorie, 19 (now in college), Peter, 16, and Sara, almost 14. 


***** 


/ 
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EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGFMFN T AND RUDGET 

WASHINGTON. U.( . 1050.1 


Paul H. O' He ill 


Paul II. O'llcill became Deputy Director of the Office 
of Management and Budget on December 9, 1974. He was the 
agency’s first official to be confirmed by the Senate 
after- Congress placed that requirement on the OMB Director 
and Deputy Director in 1974. 

Mr. O'Neill was nominated by President Ford after 
serving for nearly two years as Associate Director of OMB 
for Human and Community Affairs. 

A Federal career executive, Mr. O'Neill joined OMB ' s 
predecessor, the Bureau of the Budget, in 1967 as an 
examiner in the health unit. He had been a systems analyst 
in the Veterans Administration for the preceding six years. 

At OMB he led task force groups in the development of welfare 
reform and health insurance proposals. He later headed' the 
human resources programs division and was Assistant Director 
for Human Resources and General Government when he was named 
Associate Director in 1973. 

Mr. O'Neill was born in St. Louis, Mo., on December 4, 
1935. He spent two years with a general contracting firm in 
Alaska before entering Fresno State College, where he received 
a Bachelor’s degree in economics in 1960. He studied further 
at Claremont Graduate School and George Washington University, 
then gained a master's degree in public administration from 
Indiana University on completion of a year’s study as a Fellow 
of the National Institute of Public Affairs. 

In 1971 Mr. O'Neill won a William A. Jump Foundation 
meritorious award for skill in program analysis and in 
formulating human resources programs. 

Mr. O'Neill is married to the former Nancy Jo Wolfe of 
Iowa City.” They live in Fairfax, Va., with their three 
daughters and one son. 


* ★ * * * 
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EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND DUDGET 

WASHINGTON, O.C. 20503 


DONALD G. OGILVIE 


Donald G. Ogilvie was appointed AssociatcrDirector of 
the Office of Management and Budget for National Security 
and International Affairs in September 1974. 

In this capacity he oversees the preparation and administra 
tion of the budget in the Departments of Defense and State, 
U.S. Agency for International Development, Export- Import 
Bank and other Federal agencies involved in international 
affairs. Mr. Ogilvie also coordinates legislation which 
affect these agencies and seeks to develop more efficient 
and economical management in the national security and 
international affairs programs. 

Mr. Ogilvie had been Deputy Associate Director for Manage- 
ment, National Security and International Affairs, from 
1973 until his appointment. Prior to joining 0MB, he was 
President and Director of ICF, Inc., a Washington-based 
management consulting and venture capital firm. From 
1967-69 he served as Division Head of the Southeast Asia 
Programs Division, Office of the Assistant Secretary of 
Defense for Systems Analysis. 

Mr. Ogilvie graduated cum laude from Yale University with 
a degree in economics. He received an MBA degree from 
Stanford University Graduate School of Business. 

Mr. Ogilvie was born in New York City on April 7, 1943, 
and grew up in Connecticut. He is married to the former 
Fan White Staunton of Charleston, West Virginia. Mr. and 
Mrs. Ogilvie and their two children reside in Washington, 
D.C. 


* * * * 


* 
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DAVID SITUIM 

Deputy Associate Director , National Security 


David Sitrln was appointed Deputy Associate Director for National Security 
In April of 1974. He joined OMB in 1963 and within-the National Security ■ 
Division has been Air Force Branch Chief, Navy Branch Chief and Deputy 
Division Chief. 

After active duty in the Army, where he served as a rifle company commander, 
Mr. Sitrin was an administrative intern with New York State. Mr. Sitrin 
began his Federal career with the Navy Department in 1935 where he worked 
until he came to the BOB in 1963. He served as Budget Officer in the 
Bureau of Ships and Budget Analyst in the Office of the Comptroller of 
the Navy. 

Mr. Sitrin graduated cun laude from City College of New York in 1951. 

He received a Maxwell fellowship to Syracuse University, where he was 
awarded a Master of Public Administration degree in 1952. lie also 
completed a year of graduate study at Stanford University under the 
Presidents Education Program in Systematic Analysis. 


Richard A. Stubbing 
date of birth: 6-13-30 

Ph. B. (Oormnerce) University of Notre Dame, 1952 
MBA (Finance) Harvard University 1954 
Graduate Study, Princeton University, 1967-68 

Active duty, U. S. Navy, 1954-1957. 


1957-1961 Cost Engineer, Eastman Kodak 

Bureau of the Budget, and Office of Management and Budget, 1962 to present. 


1962 - 1965 
1965 - 1970 

1970 - 1974 
1974-present 


Budget Examiner on Air Force 
ballistic missile programs. 

Budget Examiner on Procurement of missiles, 
Navy aircraft, tactical aircraft programs, 
tactical air forces and strategic offensive 
forces . 

Assistant Division Chief, National 
Security Division 1 

Deputy Division Chief , National Security 
Division 
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Arnold 13. Donahue 

date of birth: 3-13-38 T 

Georgetown U. AD (History) 19G0 
Princeton U.MPA (Pub Affairs) 1962 

1961 Economist, Oomreroe Dept, (sunnier intern) 

Intel Officer, CIA, 1962-67 

Bureau of the Budget and Office of Management and Budget, 1967 to present. 

1967 - 1975 Budget Examiner, Intelligence Unit 

1975 - Chief, Intelligence Unit, National 

Security Division 


Bnory E. Donelson, Jr. 
date of births 12-12-22 

Syracuse U. AB (Pol Sci) 1947 ** 

MA (Soviet studios) 1949 

DSS (Economics and Geography) 1950 

US Army, 1943-46 

Economics Analyst, CIA, 1950-53 
Liaison Officer, CIA, 1954-55 
Reconnaissance Specialist, CIA 1956-69 

Bureau of the Budget and Office of Management and Budget, 1969 to present 

1969 to present Budget Examiner, Intelligence Unit, 

National Security Division 



Michael A. Origgs 
date of birth: 10-12-47 

Potomac State C 1965-67 

West Virginia University, AB (Pol Sci, Psych) 1969 
MPA 1973 

U.S. Anty, 1969-72 

Office of Management and Budget, 1973 to present 

1973 - present Budget Examiner, Intelligence Unit, 
National Security Division 


James T. tbit 

date of birth: 7-11-41 

Univ. of Oklahoma, BA (Economics & Mathematics) 1963 
Univ. of California, MBA (Finanoe) 1965 

USA 1965-67 

1968-73 Professional Staff, Center for Naval Analyses 
1972-73 Senior Associate, Consolidated Analysis 
Center, Inc. 

Office of Management and Budget 1973 to present 

1973 to present Budget Examiner, 
Intelligence Unit 
National Security Division 


William A. Mitchell 


date of birth: 5-29-17 

Clemson C. BS (Govt. , Economics) 1938 
U of NC, MA (Pol Sci) 1940 
Follow i Duke U, 1939-41 
Princeton U. MA (Politics) 1942 
Rosenwald Fellow, 1946-47 
Ph D (Politics) 1948 

US Arm/ 1942-46 

Instructor in Politics, Princeton U. 1941-42 

Instructor in Politics, Princeton U. 1946-47 

Consultant to Citizens Fed Ctte of Educ,OE, sinner 1947 

Asst. Prof., Dept, of Pol Sci and Bur of Pub. Admin. U of VA. 1947-49 

Assoc Prof of Govt and Head Govt Dept.U of Mass. 1949-52 

Consultant to Conin on Structure of Mass. State Govt., sumter 1950 

Intelligence Officer, CIA 1952-57 

Senior CIA Rep. at Natl Indications Center, Pentagon 1957-63 
Assoc. Prof. Lecturer in Pol Sci, GWJ, 1962-63. 

Bureau of the Budget and Office of Management and Budget, 1963 to present. 

1963 to present - Budget Examiner 

Intelligence Unit 
National Security Division 


James R. Oliver 

date of birth: 9-7-44 •- 

Brown U. , BA (Inti Relations) 1966 
American U, MA (African Area Studies) 1968 

US Arrry, 1968-70 

Bureau of the Budget and Office of Management and Budget, 1967 to present 

1967 - 73 Budget Methods Specialist 
‘ Budget Review Division 

1973-present - Budget Examiner 

Intelligence Unit 
National Security Division 
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Appendix VII.— Additional correspondence and materials relating 
to the Central Intelligence Agency. 

Part A.— “CIA Organizational History in Brief’; March 1975 

(unclassified version). 


March 1975 


CIA ORGANIZATIONAL HISTORY 
. IN BRIEF 


Summary 

4 During the nearly three decades of its existence; the Central Intelligence 
Agency, has continuously adjusted its organizational structure to cope with 
changing conditions and responsibilities . Within the pattern of constant 
change; however, there have been four points at which major reorganizations 
have occurred. In its first two years, CIA took on numerous new activities 
and shifted responsibilities for those activities frequently. In 1951-52, two 
separate entities engaged in overseas operations were merged and the rapidly 
growing intelligence production function was reorganized. , Another massive 
change occurred in 1962. . A new Directorate was established to take over the 
many projects for technical, as opposed to clandestine human source, collection 
of information that were already underway and to assume the responsibility for 
conceiving and developing future technical collection systems . Concurrently, 
the remainder of the Agency was reorganized and important command and 
control functions were centered in an Executive Director-Comptroller • In. ... 

1973 a number of activities were transferred organizationally, with emphasis 
on grouping together similar functions, and the Executive Director-Comptroller 
functions were dispersed. 

Initial Organization 

A Central Intelligence Group (CIG) headed by a Director of Central 
Intelligence (DCI) was established in January 1946_by President Truman, 
and it immediately began assuming intelligence functions carried out by # 
various agencies during World War II. Concurrently, Congress was 
engaged in a review of the entire national security structure, including 
intelligence, which resulted in the National Security Act of 1947 directing 
establishment of a Central Intelligence Agency (CIA) . The CIG was accordingly . - 
transformed into the CIA, which began with an organizational structure 
that included a number of administrative functions and four major operating 
components:* 

— The Office of Reports and Estimates , which was initially responsible 
for all finished intelligence production. The direct forerunner of all the 
producing offices now in existence, it was subdivided repeatedly as the 

v 


♦See the 1947 organization chart. 


production function grew in size and diversified in responsibility, 
was initially formed in the Central Intelligence Croup by personnel 
transferred from State and the military services. 


It 



-r^The Office of Special Operations , derived from what remained of the 
wartime Office of Strategic Services (OSS), which had been attached to the 
War Department as the Strategic Services Unit in the immediate postwar 
period. It was responsible for espionage and counterespionage . Follow- 
ing OSS practice, worldwide communications and security support also 
were assigned to this operating Office. 


— The Office of Operations , responsible for overt and domestic collection 
of foreign intelligence. It, too, was formed partly out of the remnants of the 
OSS structure that had been attached to the Pentagon and included a coordinate 
domestic collection activity which became the Contact Division. It also incorpc 
the broadcast monitoring assets of the Foreign Broadcast Information Service 
transferred from the War Department and foreign document centers taken over 
from the Army and Navy and merged into the Foreign Documents Division. 


— The Office of Collection and Dissemination , responsible for establishing 
intelligence collection priorities , coordinating the collection efforts of the 
various agencies, and organizing the dissemination of both raw intelligence 
and finished reports. It soon assumed control of reference said records 
centers as well. 


As additional activities and assets were transferred to CIA, they were added 
on to the existing structure. For example, joint military intelligence surveys 
became a CIA responsibility in October 1947; accordingly, the National Intelligent 
Survey program was organized in a Basic Intelligence Division of the Office of * 
Reports and Estimates . 

The National Security Council, established concurrently with the Cl A, 
began issuing a series of directives in December of 1947 which shaped the 
subsequent structure and missions of CIA. One of the most significant ordered 
immediate expansion of covert operations and paramilitary activities . In 
response, on 1 September 1948, the Office of Policy Coordination was estab- 
lished.* It had an anomalous relationship with the rest of the Agency, since 
the NSC ordered it to remain as independent of the remainder of CIA as 
possible and placed it under the policy direction of the Departments of State 
and Defense. For OPC's first two years, policy guidance came directly from 
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State and Defense, although the chain of command was through the Director 
of Central Intelligence. It was during this period, under OPC, that such 
activities as Radio Free Europe, the Committee for Free Asia, Radio Liberty, 
the Asia Foundation, and the youth, student, and labor programs of the ' ' . 

Agency began. 

Shortly after the establishment of OPC, a Hoover Commission Task Force 
began making recommendations on national security organization; they were 
partially endorsed by the Commission itself in February 1949. A separate 
National Intelligence Survey Group headed by Allen Dulles filed its own 
report to the NSC in January 1949. The NSC subsequently directed merger 
of the Office of Special Operations, the Office of Policy Coordination and the 
Contact Branch. This could not be accomplished under the original charter 
of OPC, however, and no major change was made until General W alter Bedell 
Smith took over as DCI in October 1950, 

The existence of both OSO and OPC meant that two clandestine organizations 
were responding to separate chains of command while working within many of 
the same foreign countries. They had caused continual difficulties — especially 
by competing for the 'me potential agents — and General Smith immediately 
insisted that all ordeis to OPC be passed through him. He also designated a 
number of Senior Representatives abroad to coordinate the separate activities . 

By tnid-1951, integration of the two organizations had begun; complete integration 
was ordered in July 1952, although some overseas stations continued to report 
directly to the DCI through overseas Senior Representatives until 1954. * The new 
joint organization was renamed the Clandestine Services; within it, an Internationa! 
Organizations Division was activated in June 1954 to handle student, youth and 
labor programs. 

General Smith also created two new Deputy Directors, one for Administration 
and one for Operations; the latter, redesignated the Deputy Director for.Plans 
(DDP) in January 1951, headed what became the Clandestine Services . 

Meanwhile reorganization of intelligence production offices was being 
undertaken. The Office of Research and Estimates was divided into the 
Office of National Estimates, responsible for national-level policy-related 
papers that projected analysis into the future, and the Office of Research and 
Reports (ORR) , which handled economic and geographic intelligence and the 
National Intelligence Survey program. A new Office of Current Intelligence 
was added in January 1951. A year later, a Deputy Director for Intelligence (DDI) 
was named, with supervision over the above offices as well as the Office of 
Scientific Intelligence, the Office of Collection and Dissemination, and the Office 
of Intelligence Coordination which had been directly under the DCI. In March 
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of 1952, the Office of Operations (engaged in overt functions: domestic 
contacts , Foreign Broadcast Information Service , and Foreign Documents 
Division) was placed under the DDI. And that November the Photographic . 1 
Intelligence Division was established within ORR's Geographic Research 
Area. A separate Office of Basic Intelligence was formed in 1955. 

Between 1950 and 1952 the Agency grew markedly . Administrative 
support functions increased along with other activities. In February 1955! 
responsibilities for training! personnel administration and communications 
were centralized in the Directorate for Administration and the Directorate 
was renamed the Directorate for Support . By 1955! therefore, the basic 
structure of the current agency had been established,* The Director had 
three functional deputies 0 each in charge of a Directorate. Overt collection, 
analysis , and production of finished intelligence were centralized in the 
Intelligence Directorate. Other intelligence collection— both espionage and 
rapidly growing technical forms — was in the Plans Directorate. The Support 
Directorate provided administrative services of common concern as well as 
specialized support for the various units , 

Much of this structure still exists. Over time, however, functions have 
been shifted from one Directorate to another, realigned within Directorates 
or eliminated — usually for one of two reasons: 

— Decisions or recommendations have been received from other parts 
of the governmental structure: the President, the NSC, Congress, 
and a succession of special commissions and internal study groups. 

— Organizational philosophy has changed as personnel have changed. 
Various approaches have been taken to organization — grouping 
similar functions, grouping organizations by common interest (such 
as a geographical region) or forming close organizational links 
between the Supplier of a service and the principal customer. These 
changes have been shifts in emphasis; the organization has always 
been a combination of the three approaches. 

* Changes in the priorities given to particular missions or intelligence 
targets have also resulted in changes in the size and authority of organizational 
components. Growth in a substantive area has led to occasional divisions of 
one unit into smaller ones, providing more reasonable spans of control. 


♦See the 1955 organization chart. 


In the half dozen years following establishment of this framework, 
most changes were minor. The DCI's Senior Representatives abroad were 
eliminated in 1957. A Photo Interpretation Center was established within 
the DDI in 1958, combining functions from several components including 
the Photo Intelligence Division. It was replaced in 1961 by the National 
Photographic Interpretation Center. And the personnel and responsibilities 
involved in the development of technical collection devices — primarily 
aircraft— were transferred from the office of the DCI to the Plans 
Directorate . 

1961-1963 


Late in 1961, the new DCI, John McCone, established a working 
group chaired by the Agency Inspector General, Lyman Kirkpatrick, to 
study Agency and Intelligence Community organization and activities. 

Final recommendations were submitted in April 1962 and led to the last 
major reorganization of the Agency. 

Even before the study was completed, one major decision was made. 
Technological advances had been numerous and very rapid during the 1950's, 
and they had presented new opportunities for intelligence collection by 
machines. Reconnaissance aircraft had been developed within the Agency; 
collection of electronic intelligence by interception devices was another 
fast-growing area. Technology had also made new kinds of information 
available for analysis and created a need for more analysis by scientifically 
trained people. Mr. McCone designated a Deputy Director for Research, 
with initial responsibility for elements drawn from the DDP and additional 
responsibilities to await completion of the study, in February 1962. The 
Office of Research and Development, the Office of Electronic Intelligence, 
and the Office of Special Activities (responsible for overhead reconnaissance 
activities) were established immediately. The Office of Scientific Intelli- 
gence (from the DDI) and automatic data processing activities (from Support 
and the Comptroller) were added in 1963. With the establishment late that 
year of the Foreign Missile and Space Analysis Center, the renamed 
Directorate of Science and Technology assumed the basic form it still 
maintains . 

The Kirkpatrick study also resulted in a major strengthening of the 
Office of the Director. The General Counsel's office. Audit Staff, Comptroller, 
Office of Budget, Program Analysis and Manpower and the TJS Intelligence 
Board Secretariat were added to it. By late 1962, the position of an 
Executive Director-Comptroller had been established and his role as third 
in command of the Agency had been delineated. And the Kirkpatrick study 


led to centralization of paramilitary activities, an organization to provide 
a command mechanism for future contingencies, and establishment of a 
Domestic Operations Division, to develop contacts with foreign nationals 
in the US. 

By the end of 1963, the organization had settled into the pattern it 
kept for the next decade.* Four directorates existed. They were primarily 
differentiated by function, but units performing services frequently were 
collocated with their customers. Central direction was strong, with an 
Executive Director-Comptroller playing a major role in all Agency activities 
and the Board of National Estimates reporting directly to the DCI, although 
the supporting Office of National Estimates remained in the Intelligence 
Directorate for about another year. 

1964-1972 


Organizational arrangements remained largely static for the next decade, 
though growing emphasis on analysis led to further subdivision of analytical 
offices. The DDI's Office of Operations was reorganized and renamed the 
Domestic Contact Service in mid-1965. The Office of Basic Intelligence was 
enlarged and took over geographic responsibilities from the Office of 
Research and Reports. The latter was divided in 1967 into the Office of 
Economic Research and the Office of Strategic Research. In the DDS&T, 
the Office of Special Projects was established in 1965 to conduct overhead 
reconnaissance, a duty that had been previously handled by a Staff. Staffs 
to address special needs were added in the Plans Directorate. Responsibility 
for proprietary organizations was transferred from the Domestic Operations 
Division to other DDP components in December 1971, and the Division was 
renamed the Foreign Resources Division the following month. Some mechanism 
for coordinating and evaluating national foreign intelligence activities had 
existed since the establishment of the Agency; in 1972, this took the form 
of the Intelligence Community Staff in the Office of the DCI. 

Activities related to Southeast Asia grew and subsequently contracted 
during this period. Organizationally, such changes were reflected in the 
creation of a Special Assistant to the DCI for Vietnam Affairs with a 
supporting staff and in formation of a number of new low-level components 
throughout the Agency. 

1973-1975 


The most recent series of changes began when James Schlesinger was 
named DCI in early 1973. He put in train a number of organizational 
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studies and directed a number of transfers; some were accomplished during 
his tenure and some were carried out after William Colby replaced Mr. 
Schlesinger as DCI in mid-1973. 

The organizational moves and personnel reductions of that time led to 
today's organization: 

— The Domestic Contact Service was transferred from the DDI to 
the DDP; the staff structure was reduced, and the Directorate was 
redesignated the Directorate of Operations. 

— Three technical activities — technical services, communications 
research and development, and the National Photographic Interpreta- 
tion Center were transferred to the Science and Technology Directorate. 
S&T also merged certain functions of the Office of Scientific Intelligence 
with the Foreign Missile and Space Analysis Center and established 
the Office of Weapons Intelligence. The Office of Special Projects was 
transformed into the Office of Development and" Engineering , which 
provides engineering and system development support Agency-wide. 

— A new Office of Political Research was established in the DDI. 

— Computer services, which had boon fragmented but with their 
largest manifestations in S&T, were transferred to the Support 
Directorate. And the Support Directorate itself went through two 
name changes, first to Management and Services and subsequently 
to the Directorate of Administration. 

— The Board and Office of National Estimates were abolished and 
replaced by a group of senior functional and geographic specialists 
called National Intelligence Officers drawn partially from outside the 
Agency. Both the senior NIO and the head of the Intelligence Community 
Staff were named Deputies to the DCI. 

— The position of Executive Director-Comptroller was abolished. 

Many of its functions were redistributed within the Office of the DCI 
and the Directorate of Administration. A Management Committee — 
composed of the DCI, his principal Deputy, the four Deputies in 
charge of Directorates, the Comptroller, the General Counsel and 
the Inspector General was established to advise the DCI on the 
management policy questions. 
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— For budgetary reasons, a decision was made to terminate the 
National Intelligence Survey program in the Office of Basic and 
Geographic Intelligence; accordingly, the geographic intelligence 
unit was redesignated the Office of Geographic and Cartographic 
Research. 

As of February 1975, therefore, the directorate structure is generally 
the same as it was in 1965.* However, there is a stricter adherence to 
combining similar functions than in earlier periods. Management direction 
and control is decentralized. The staff structure has been considerably 
reduced and simplified. And the number of full time staff personnel has 
been reduced substantially. 


♦See the 1975 organization chart. 


Part B.— Letter of November 14, 1975, from CIA to committee, 
relating to the War Powers Act and covert paramilitary 
operations. 


CENTRAL INTELLIGENCE AGENCY 

Washington, D.C. 20905 


14 November 1975 

Mr. A. Searle Field 
Staff Director 

Select Committee on Intelligence 
House of Representatives 
Washington, D.C. 20515 

Attention: Emily Sheketoff 

Dear Mr. Field: 

This is a response to the question as to whether the War Powers 
Act would prohibit covert paramilitary operations. The question was posed 
by Congressman Johnson during Director Colby's testimony before the House 
Select Committee on Intelligence on August 4, 1975, and was confirmed in 
writing by the Committee staff on August 19. Please bring this letter to the 
attention of Congressman Johnson. 

As you are aware, the Act, which became effective on November 7, 1973, 
over Presidential veto, does not prohibit military or paramilitary operations. 

It merely requires Presidential consultation with Congress before the commit* 
ment of U.S. Armed Forces into hostilities and Presidential reporting to Congress 
following such a commitment. Specifically, the Act provides that: 

. . . {t] he President in every possible instance shall consult 
with Congress before introducing United States Armed Forces 
into hostilities or into situations where imminent involvement 
in hostilities is clearly indicated by the circumstances, and 
after every such introduction shall consult regularly with the 
Congress until United States Armed Forces are no longer en- 
gaged in hostilities or have been removed from such situations. 

[emphasis added] 

If the President, without a declaration of war or other prior congressional authori- 
zation, takes significant action committing U.S. Armed Forces into hostilities 
abroad or places substantially increased U.S. combat forces on foreign territory, 
the Act further requires that he report to Congress within 48 hours. Thereafter, 
the President must terminate the use of United States Armed Forces if Congress 
so orders or if Congress fails to act within 120 days. 
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Moreover, the Act's reporting procedures clearly do not apply to 
paramilitary activities or other covert action. The Act had its genesis in the 
aftermath of the Cambodian incursion of 1970 and its purpose is to impose 
requirements with respect to the use of Armed Forces. The Act literally refers 
to "Armed Forces," and this term was taken in congressional debate to mean 
conventional military units and uniformed personnel. An amendment which 
would have broadened the Act to cover paramilitary activities of the type under- 
taken by the CIA in Laos was offered by Senator Eagleton and was rejected by a 
vote of 53 to 34, Amendment 366 to S. 440. Under that amendment, the War 
Powers Act would have covered 

. . . [a]ny personnel employed by, under contract to, or under 
the direction of any department or agency of the U.S. Govern- 
ment either 

(a) actively engaged in hostilities in any foreign country; 
or 

(b) advising any regular or irregular military forces 
engaged in hostilities in any foreign country . 

For these reasons , it is our opinion that the War Powers Act neither 
prohibits covert paramilitary operations nor does it require that such 
operations be reported to Congress. If, however, the President wishes 
to employ covert operations abroad, section 32 of the Foreign Assistance 
Act of 1974 requires that he determine that each operation is important 
to the national security of the United States and that he report, in a timely 
fashion, a description and scope of such operation to appropriate committees 
of the Congress , including the Committee on Foreign Relations of the Senate 
and the International Relations Committee of the United States House of Repre- 
sentatives. In total, six committees of the Congress are now being briefed 
on covert operations. 

Thank you for this opportunity to submit a statement for the record. 

I am sure you realize that these comments reflect the position of the Agency 
and are not definitive with respect to either the position of the President 
or any other agency of the Federal Government. 

Sincerely, 




Jbhn S . Warner 
General Counsel 
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Part C. — Letter of August 5, 1975 from CIA to committee, relating 
to the Puttapom Khramkhruan case. 

CENTRAL INTELLIGENCE AGENCY 

WASHINOTON. O-C. SOSOS 




5 August 1975 


The Honorable Otis G. Pike, Chairman 
Select Committee on Intelligence 
House of Representatives 
Washington, D. C. 20515 

Dear Chairman Pike: 

During Mr. Colby’s testimony on Monday, August 4, 
Congressman Murphy asked a series of questions concerning 
the part the Agency played in the decision by the United 
States Department of Justice not to prosecute 
Mr. Puttaporn Khramkhruan on narcotics charges. In 
his reply Mr. Colby indicated that the Central Intelligence 
Agency brought the fact that opium had been sent through 
the mail from Thailand to the attention of the Bureau of 
Customs. In making that statement, Mr. Colby, as you may 
recall, looked to me for confirmation and I erroneously 
agreed with his statement that the Agency brought it 
to Customs attention. This was wrong. 

Since the record is in error, we wish to submit the 
enclosed memorandum which provides a detailed explanation 
of the facts and circumstances resulting in the dismissal 
of the indictments against Khramkhruan. 


■ ■ ■ 

in 

Special Counsel to the Director 



Enclosure: 

Memo on Puttaporn Khramkhruan Case 
cc: Congressman Murphy 
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THE PUTTAPORN KHRAMKHRUAN CASE 


This chronology is in response to Senator Percy's request and explains 
the circumstances involved in the drug prosecution of Mr. Puttapom Khramkhruan. 

Mr. Khramkhruan spent approximately 10 months in jail before the indictment 
was dismissed. The charges were related to a shipment of 59 pounds of raw opium 
sent through the mail from Thailand. It was identified by the customs inspectors 
and seized prior to its delivery in Chicago, Illinois. 

Khramkhruan was born on 15 July 19*!4 in Burma, was first contacted by* the 
Agency in late 1969 in Chiang Mai, Thailand, and began reporting on narcotics 
trafficking in northern Thailand in July of 1972. He was paid a salary* of $144.58 
per month. He came to the United States in April 1973 under an AlD-sponsored 
training program. On 11 May 1973 a representative from the Bureau of Customs 
visited our base in Chiang Mai, Thailand to discuss his investigation of a narcotics 
smuggling case. He stated that on 8 January 1973, a U.S. citizen was arrested in 
Chicago for smuggling 59 pounds of opium in film canisters from Thailand to the 
United States . The customs officials in Chicago had found in one of the parcels 
a large brown envelope used as packaging material which had Khramkhruan’s 
address in Chiang Mai on it. Our field base advised Headquarters of this inquiry 
and the appropriate Agency office contacted the Bureau of Customs in Washington 
and learned about the Chicago investigation. On 7 June 1973, to assist the Bureau 
of Customs, an Agency officer introduced the customs investigators to Khramkhruan 
who was then studying at Syracuse University. On 14 June 1973, Customs advised 
this Agency they had discovered additional evidence that Khramkhruan was directly 
Involved in the smuggling. ^ 

On 18 June, Mr. John K. Greaney, Associate General Counsel, went to 
Chicago to discuss the case with the Assistant U.S. Attorney, Jeffrey Cole and 
U.S. Customs special agent, Mr. J. Bax. It was explained to Mr. Cole that 
Khramkhruan had worked for CIA and had reported information about narcotics 
traffickers. He had no other assignment. He was not instructed to engage in 
narcotics trafficking or any other illegal activities. Mr. Cole was given a sani- 
tized version of an intelligence report submitted by Khramkhruan which describes 
a transaction for the procurement of opium in Chiang-.Mai in December 1972. This 
report does not mention Khramkhruan's participation-in the deal. Further, Mr* 

Cole was told that the Agency had a responsibility to protect intelligence sources 
and methods and would have to consider very carefully whether or not an Agency 
rebuttal witness could be supplied if needed by the prosecution. It was Mr. Cole's 
opinion at this time that he would prefer to use Khramkhruan as a witness rather 
than indict him. 



On 3 July 1973, Mr. Khramkhruan was escorted to Chicago, Illinois by 
customs agents to be interviewed by Mr. Jeffrey Cole. During the interview, 

Mr. Khramkhruan admitted having been actively engaged in shipping the 
narcotics and stated that he furnished the wax paper, twine and wrapping paper 
for this particular shipment. He also identified five additional people including 
Bruce Hoeft, a Peace Corps volunteer stationed in Chiang Mai. Subsequently, 

Mr. Khramkhruan adviqed the U.S. attorney that he was returning to Thailand 
and would not be available as a witness for the Government in their prosecution. 

Upon hearing this, Mr. Cole obtained a warrant for Mr. Khramkhruan's arrest 
and had him confined in the Cook County jail. Mr. Khramkhruan was indicted 
by the July 1973 Grand Jury, the U.S. District Court, Northern District of 
Illinois, Eastern Division. 

On 11 March 1974, Mr. Creaney again went to Chicago to discuss the case 
since the trial was set to begin on 18 March. This trial date was later postponed 
until sometime in May. The Government attorneys at that time were hoping to 
use Khramkhruan as a witness. They planned to accept a guilty plea from him 
with the understanding that his sentence would be limited to that time he had 
already served in jail since his confinement in July of 1973. The Assistant U.S. 
Attorney, Mr. Thomas Dent, who had replaced Mr. Cole, was advised that the 
Agency would not be able to furnish a rebuttal witness should questions be 
raised on the cross-examination of Khramkhruan if he were used as a prosecution 
witness. The Agency felt the witness would be questioned about sensitive intelli- 
gence sources and methods. It was also explained to Mr. Dent that the Agency 
in crcsr to protect its intelligence sources and methods including the identities 
of employees and agents end on-going operations would have to resist the produc- 
tion cf its operational files undelr a subpoena duces tecum from the defense. Mr. 

Dent felt that perhaps an in camer a conference^could be held to show the material 
to the judge. 

A.s the trial date approached, Khramkhruan was openly discussing his 
Agency relationship and indicated that he intended to use this as his defense. 
Therefore, on 15 April 1974, Mr. John Warner, the General Counsel, CIA and 
Mr. John C-reaney met with Henry E. Petersen, Assistant Attorney General, * 
Crisiinal Division, Department of Justice ,and Mr. Kevin Maroney, Mr. Petersen's 
deputy. It was explained that Khramkhruan was an Agency asset who had been 
used to report on narcotics traffickers in Thailand, but of course had not been 
authorized r.or directed to participate in the illegal shipment of narcotics for 
which he was indicted in Chicago. The Agency was concerned about the production^ 
of its operational files and intelligence reports as well as possible subpoenas for 
Agency employees whose identities must be protected. Mr. Petersen stated that 
he understood the problem but stated he was reluctant to order dismissal since 
the problems raised by the Agency were speculative at that time. He felt a better 
course of action would be for the Agency lawyers to discuss the case with the U.S. 
attorney in Chicago. On 30 Apvil 1974 Mr. Creaney again went to Chicago to meet 
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* with Mr. James Thompson, U.S. attorney and discuss the possible dismissal 
of the indictment against Mr. Khramkhruan. It v/as explained to the First 
Assistant U.S. Attorney, Mr. Joel Flaum, that the Agency's major concern 
dealt with the possibility of having to submit the operational files concerning 
on-going activities to the defense for inspection under pre-trial discovery as 
well as the possible issuance of subpoenas for Agency employees to testify as 
part of Khramkhruan's defense. These Agency employees were under cover in 
Thailand. Mr. Flaura appreciated the problem and thought that Mr I Petersen 
could have initiated the dismissal on the behalf of the Department of Justice. 

It was explained to Mr. Flaum that Mr. Petersen's position was that the U.S. 
Attorney's Office in Chicago had obtained the indictment and they should make 
the decision with regard to any persons to be dismissed from that indictment. 

On 3 June 1974 Khramkhruan was released from jail under a $5,000 bond. 
Khrarakhruan’s attorney filed a motion to suppress evidence and in preparation 
for the motion hearing requested copies of all the statements Mr. Khramkhruan 
had given to the U.S. Attorney since July 1973. He also wanted the testimony of 
the Agency employee who had introduced Khramkhruan to the customs investigators. 
On 5 June 1974, Mr. Jeffrey Cole stated that a request for dismissal of the indictment 
(Form 900) against Khramkhruan and Hoeft had been sent to the Department of 
Justice, Washington, D.C. On 17 June 1974, Mr. William Ryan, Chief, Narcotics 
Section, Criminal Division, Department of Justice, advised the Agency that the 
Form 900 had been approved and sent back to the U.S. attorney in Chicago to 
proceed with the dismissal of the indictment against Khramkhruan and Hoeft. On 
16 September 1974, Mr. Gregg Jones, Assistant U.S. Attorney in Chicago, advised 
that a superseding indictment was to be obtained on 17 September 1974 and this new 
indictment would drop the charges against Khramkhruan and Mr. Bruce Hoeft. 

On 7 October 1974 Mr. Khramkhruan was back in Chiang Mai, Thailand. 

On 14 March 1975 Mr. Khramkhruan wrote a letter to the American Embassy 
in Bangkok seeking compensation for alleged injuries he received while in jail. 

The Embassy referred the request to the Department of State in Washington and 
CIA advised the Department of State on 21 May 1975 that based on their investigation 
they would urge the Department to deny Khramkhruan's request for compensation 
for the alleged injuries. 

This Agency was advised by Mr. Gregg Jones of Chicago on 27 March 1975 
that on 6 January 1975 Theodore Norcutt, John V/eber and Alan Gluck all pleaded 
guilty to the charges in the indictment relating to the shipment of the 59 pounds 
of raw opium. On 11 February 1975 Norcutt was sentenced to 18 months in prison 
and began serving that term on 11 March 1975. Weber v/as placed on probation for 
four years. Gluck v/as placed on probation for four years with a 90-day sentence 
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scheduled to begin on H Way 1975. Jay Antonoff and Marlene Antonoff were 
both indicted, however, neither was tried since they are fugitives from the 
United States. Thus, the defendants, except Hoeft and the Antonoffs, were 
punished including Khramkhruan who was in jail from July 1973 until June 
1974. 
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Part D. - “Agency Policy and Procedures for Ensuring Com' 
pliance with Government Contracting Policies” (June 7, 1974). 


7 JUN 



AGENCY POLICY AND PROCEDURES 
FOR ENSURING COMPLIANCE WITH 
GOVERNMENT CONTRACTING POLICIES* 


The basic procurement authority for the Agency is found in Section 3 
of the Central Intelligence Agency Act of 1949, 63 Stat. 208, PL 81-110, 

June 20, 1949. This Act authorizes the Agency to procure necessary supplies 
and services by either formally advertised or negotiated procurement methods 
in accordance with selected provisions of the Armed Services Procurement Act 
of 1947, 62 Stat. 21, PL 80-413, February 19, 1948. Agency procurement 
activities are in conformance with this act and the Federal Property and 
Administrative Services Act of 1949, as amended, 63 Stat. 377, PL 81-152, 

June 30, 1949. * 

In addition to the authority cited above. Section 8 of the CIA Act of 1949, 

PL 81-110, authorizes the expenditure of funds without regard to law and 
regulation for objects of a confidential, extraordinary, or emergency nature. 
The certification of the Director of Central Intelligence suffices for the 
settlement of such expenditures without further review by the General 
Accounting Office. Agency regulations prescribe the fundamental procure- 
ment policies for complying with this Congressional intent. 

The Director of Logistics in the Directorate of Administration 
exercises all delegable procurement authority of the Director of Central 
Intelligence as Agency head, except as otherwise specifically delegated by 
the Director. Production and services procurements. Federal Supply Schedule 
items, and purchase orders are centralized in the Procurement Division in the 
Office of Logistics. For research and development procurements, the Director 
of Logistics has established a decentralized procurement system consisting of 
contracting teams serving each Directorate. 

The procurement Management Staff, reporting directly to the Director of 
Logistics, assists him in the management of the decentralized research and 
development contracting teams and the centralized Procurement Division. 

The Procurement Management Staff functions as the overall point of coordination 




*The policy and procedures described herein are applicable for procmements 
funded from Agency appropriations. 



for the creation and maintenance of uniform Agency procurement policies 
and procedures , and acts as a focal point for efforts to increase the 
efficiency and effectiveness of Agency procurements. This staff performs 
periodic reviews, for the Director of Logistics, of the contracting teams 
and the Procurement Division to insure that procurement policies are 
implemented by uniform procedures and practices. The chief of this staff 
serves as the Agency representative on various governmental committees 
concerned with procurement, such as the Commission on Government 
Procurement and the. Executive Subcommittee of the Committee on Govern- 
ment Patent Policy. 

Each of the research and development contracting teams serving the 
Directorates and each of the sections within the Procurement Division are 
staffed by a senior contracting officer who holds a written delegation of 
contracting authority from the Director of Logistics, several negotiators/ 
administrators, an industrial auditor, and an industrial security officer. 

The procurement of personal services has been delegated by the Director 
of Central Intelligence to the Office of Personnel. Construction contracting 
is handled by the Real Estate and Construction Division of the Office of 
Logistics in coordination, where appropriate, with other governmental 
agencies and/or military departments. 

The following is a summary of Agency procedures and practices to ensure 
compliance with Government contracting policies. 

a. Contracting Procedures 

The Agency is authorized to undertake procurements by formal 
advertising and by negotiation. Because of the sensitive nature or 
the security classification of its procurements, negotiation has been 
the feasible and practicable method of contracting . As a result the 
Agency places great emphasis on its source selection procedures. 
Competition is emphasized to the maximum extent practicable. A 
list of qualified sources is maintained and is constantly being enlarged . 
At present, this list includes more than 2,200 contractors, not 
including those companies dealing in the GSA Federal Supply Schedule 
items. Our Procurement Management Staff is the focal point for assuring 
that contractors interested in Agency procurements receive the oppor- 
tunity to do business with the Agency. Requests for proposals are 
issued by Agency contracting officers. Under the decentralized 
team concept, source selection is reviewed by senior officials of 
operating components in selection panels made up of senior 
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engineers and scientists, auditor /cost analysts, security officers, 
contracting officers, and selected management officers. The 
director or deputy director at the operating component level 
reviews and concurs in the undertakings of the panel. All 
procurements planned by the Directorates are reviewed quarterly 
in management meetings with the directors of the operating 
components. Major procurements are submitted to the DCI for 
his review. 

Agency contracting officers are authorized to use all of 
the types of contracts available to the Department of Defense and 
the General Services Administration, from fixed price through the 
various cost and incentive-type contracts. Determinations and 
findings are executed for all procurements, certifying that the 
contract has been entered into pursuant to a specific provision 
of the law and with the source selection standards applicable. 

Agency contracts contain the clauses required by the Armed 
Services Procurement Regulations (ASPR) for the type of contract 
written. The clauses in the ASPR regulations embody the require- 
ments of the law in such areas as labor, small business, equal 
employment opportunity, veterans hiring preference, and numerous 
other areas of federal legislation. 

Contracting Officers are responsible for a continuing review of 
the contracts under their purview. They make periodic administrative 
visits to contractors to ensure acceptable performance on Agency 
contracts. In addition, they obtain information on the capabilities 
of new contractors to determine their acceptability as qualified 
Agency contractors. 

All Agency contracts are reviewed by the General Counsel in 
a pre- or post-review of their legal sufficiency and for compliance 
with Agency procurement regulations and Federal laws. 

b. Audit Procedures 

The Commercial Systems Audit Division (CSAD) of the Office of 
Finance conducts a comprehensive on-site survey of a contractor's 
financial condition and accounting practices and procedures to 
determine acceptability for Government work. Auditors are guided 
by the Defense Contract Audit Agency (DCAA) Manual and accepted 
accounting procedures in the conduct of their survey work. Each 
contracting team is supported by members of the Audit Division, not 
only for surveys of contractors' accounting procedures but for a 
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cost/price analysis of proposals submitted during the precontract 
phase of the procurement. Once a contract has been let the auditor 
assigned provides an interim audit of incurred costs at least once 
a year and a final audit of incurred costs upon completion of the 
work. The auditor participates as a contract team member in the 
analysis of a contractor's labor rates, material costs, unit costs, 
and other direct and indirect expenses. He participates from the 
proposal analysis phase through to the final negotiated settlement 
of the contract. The auditor is guided in his determinations by 
Section 15 of the ASPR, which is incorporated by reference into 
Agency contracts for determining the standards of allowability and 
allocability of costs. CSAD maintains direct liaison with DCAA. 

In determining the indirect expense rates to be applied to Agency 
contracts the negotiated overhead rates established by the DCAA 
are used to avoid duplication of effort. 

c. Security Procedures 

The Director of Logistics is responsible for the protection of 
classified matters relating to Agency contracts. A security staff 
reports directly to the Director of Logistics to advise and assist 
him in discharging this responsibility. In addition, security 
officers are assigned to each contracting element for the purpose 
of advising contracting officers in security matters. Security 
officers conduct on-site surveys of contractors' physical and 
personal security, provide security clearances, conduct security 
briefings, and develop security plans for classified contracts. 

All contractors and their personnel performing work under Agency 
classified contracts are required to conform to the policies set forth 
in the Agency publication "Security Requirements for Contractors," 
dated 1 March 1971, which is incorporated into the terms and conditions 
of each classified contract. The security staff maintains liaison with 
the Defense Supply Agency for assistance on industrial security 
matters. 

d. Technical Procedures 

Technical officers conduct on-site surveys of contractors' 
facilities, research programs, and products. Technical discussions 
are undertaken with key company scientists to develop new approaches 
to technical problems. Technical inspection reports measuring the 
progress and acceptability of the contract work are undertaken 
periodically by Agency technical officers. Final inspection reports 
certifying the acceptability of the items produced or the services 
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performed are also completed. Quality assurance procedures are 
a part of Agency contracts and are monitored by technical officers 
on inspections undertaken at the contractor's plant and on final 
delivery of the items at Agency testing and acceptance facilities. 

All items are inspected and accepted by Agency personnel in 
accordance with the terms and conditions of the contract. 

e. Management Review 

In addition to the management checkpoints at the operating 
and Directorate levels in Agency procurements, regulations 
provide for several other management reviews . A CIA contract 
Review Board advises and assists the Director of Logistics in 
exercising the procurement authority delegated to him. The 
Board is composed of a senior-level representative from each 
Directorate, as well as an audit, security, and legal adviser, and 
is chaired by the Deputy Director of Logistics. The Board reviews 
proposed procurements having an estimated value in excess of 
$150, 000 and selected procurements which might affect Agency 
contractual policy or procedures. The Board makes recommen- 
dations to the Director of Logistics for final decision. The CIA 
Contract Review Board is also charged with the responsibility of 
providing recommendations on Agency-wide procurement policies, 
procedures, and practices when so requested by a Deputy Director 
of a Directorate or by the Director of Logistics. The Chief, Procure- 
ment Management Staff, serves as the principal advisor and consultant 
to the CIA Contract Review Board. To support management review, a 
computer-based management information system has been developed. 

It furnishes statistical data and analytical reports of Agency pro- 
curement to the Director of Logistics and to the Comptroller. 

Another type of review occurs when contracts may involve 
questions of political sensitivity; are undertaken in behalf of or 
are funded by other agencies; involve real property transactions 
which may raise security or operational difficulties; or involve 
more than $500,000. In these cases, even though the contracts 
may have been approved in principle in operating plans, they 
require a notice of imminent action. This procedure provides the 
opportunity for another review by the Deputy Director of the 
concerned Directorate and the Comptroller and, as appropriate, 
by the Management Committee and the DCI. 

Finally, the Director of Central Intelligence has established 
an internal audit function within his immediate office which conducts 
periodic audits of the Agency's procurement activities. 
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Part E. — Memorandum dated May 9, 1973, from James R. 
Schlesinger, Director of Central Intelligence, and attached 
testimony. 



CENTRAL INTELLIGENCE AGENCY 

WASHINGTON, D.C, 20393 

OFFICt OF THt DIXICTO 


9 May 1973 


MEMORANDUM FOR ALL CIA EMPLOYEES 


)1. Recent press reports outline in detail certain alleged CIA 
activities with respect to Mr. Howard Hunt and other parties. The 
presently known facts behind these stories are those stated in the 
attached draft of a statenent I will be making to the Senate Committee 
on Appropriations on 9 May. As can be seen, the Agency provided 
limited assistance in response to a request by senior officials. The 
Agency has cooperated with and made available to the appropriate law 
enforcement bodies Information about these activities and will con- 
tinue to do so. 

2 . ■ All CIA employees should understand my attitude on this 
type of issue. I shall do everything in my power to confine CIA 
activities to those which fall within a strict interpretation of its 
legislative charter. I take this position because I am determined 
that the law shall be respected and because this is the best way to 
foster the legitimate and necessary contributions we in CIA can make 
to the national security of the United States. 

3. I am taking several actions to implement this objective: *. 

- I have ordered all the senior operating officials of this 
Agency to report to me irrznediately on any activities now 
going on, or that have gone on in the past, which might 
be construed to be outside the legislative charter of this 
Agency. 

I hereby direct every person presently employed by 
CIA to report to me on any such activities of which he 
has knowledge. I invite all ex-employees to do the same. 
Anyone who has such information should call my secretary 
(extension 6363) and say that he wishes to talk to me 
about "activities outside CIA's charter*." 
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4. To ensure that Agency activities are proper in the future^ 

1 hereby promulgate the following standing order for all CIA employees 

Any CIA employee who believes that he has received 
instructions which In any way appear inconsistent 
with the CIA legislative, charter shall inform the 
Director of Central Intelligence Immediately. 


— ■'''James R. Schlesinger 
Director 


DCI STATEMENT 
BEFORE 

SENATE APPROPRIATIONS SUBCOMMITTEE 
ON INTELLIGENCE OPERATIONS 


9 MAY 1973 
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_ 1 OPfc'iilliG STA.TMr'iir 

Hr. Chairman, I am hero to discuss the questions which have arisen 
over CIA’s real and alleged role in events that occurred in 1971 and 1972. 

I have opened a detailed investigation into the precise nature of that role. 

I can report to you on what. Agency records, now being intensively reviewed, 
reveal at this juncture. However I do not yet know that I have all the 
facts in the matter. Nonetheless, i am pleased to present to you such facts 

i 

f t * 

as are now available, and I will certainly provide you with any further 
details as they come to my attention. 

Let me start. with the Agency's relationship with Hr. Howard Hunt, 
whose testimony has recently been made public. Hr. Hunt was a staff 
employee of the Agency from 8 November 1949 to 39 April 1970. At that time 
ne retired from the Agency. He performed one editorial job of writing up 
a recommendation for an award for one of our officers in November 1970. 

He was not paid for these services, although the Agency placed the sums of 
$200.09 and $50.00 in two charitable organizations for the service performed. 

In early Jyly 1971, General Cushman, then the Deputy Director of 
Central Intelligence, received a telephone call from the White House. He 
was informed that Hr. Hunt had become a consultant on security affairs for 
the White House, and a request was 'made that'Mr. Hunt receive assistance 
from the Agency. J.he minutes of the Agency Horning Meeting of 8 July 1971 
indicate that the DDCI (General Cushman) reported a call by John Ehrlichnan 
stating that Howard Hunt had bean appointed a White House security consultant. 

On 22 July 1971 Mr. Hunt visited General Cushman at the CIA building. 
According to the records, Mr. Hunt stated that he had been charged with a 
highly sensitive mission by the White House to visit and elicit information 
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frosi an individual whose ideology he wes not entirely sure of, and for that 
purpose he said he was asked to come to the Agency to see if he could get 
two things: identification documents in alias and some degree of physical 

disguise, for a one-time operation. He stressed that he wanted the matter 
to be held as closely as possible and that he would like to meet the Agency 

I 

people lit an Agency safehotise. Agency records Indicate that, in the course • 

/ 

of the conversation. Hr. Jlunt referred to Hr. Ehrlichman by name and General 
Cushman acknowledged an earlier call from Mr. Ehrlichman to him. The 
Committee may desire to query General j Cushman whose knowledge would not 
come from such secondary sources. 

General Cushman directed the appropriate technical service of the 
A^pncy to be of assistance to Hr. Hunt, based on the above request. On 
23 ‘duly 1971 Hr. Hunt was given alias documents, including a Social Security 
card, driver's license, and several association membership cards, in the 
name of "Edward Joseph Harren" similar to material he had been furnished 
for operational use while he had been an Agency employee, under the name 
of "Edward V. Hamilton." The same day Mr. Hunt was also given disguise 
materials (a wig, glasses, and a speech alteration device). 

By calling an unlisted telephone number given him. Hr. Hunt arranged 
several additional meetings with Agency technical officers, the dates of which 
cannot be provided with precision. In these, he requested and was provided 
a commercial tape recorder (in a typewriter cas“) and a commercial Tessina 
camera disguised in a tobacco pouch. He also brought in a then-unidentified 
associate (later identified from press photos as Mr. 6. Gordon Liddy) and 
secured for him a disguise (wig and glasses) and alias dociraeuts in the n.is;e 
of “George F. Leonard." 
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The Agency technical officers mat these requests despite the absence 
of the procedural steps and approvals normally required by Agency regulations. 
However, they became increasingly concerned at th® escalation of Mr. Kant's 
requests for assistance. These finally included a request from Mr. Hunt to 
be net on the morning of 27 August 1971, upon his return from California, 
to have a film developed and returned to hint. This was done the qame day. 

He also asked for a New Ybrk mail address and telephone-answering service 
• for operational use. 

The technical officers raised their concern with Senior officers, 
who noted the possibility that these activities could involve the Agency in 

operations .outside its proper functions. As a result, again according to 

* . 

Agency records. General Cushman telephoned Mr. Ehrlichman at the White House 
on 27 August 1971 and explained that further such assistance could not be 
given. Mr. Ehrlichman agreed. The request for mail address and telephone 
answering service was not honored. On 31 August 1971, Mr. Hunt contacted 
the technical officers again, requesting a credit card, but this was refused. 

Mr. Hunt had also made a request on 18 August 1971 for the assignment of . 
a secretary he had known during his Agency career: This was also refused. The 
earlier-furnished alias documents and other material were not recovered, however, 
except for the Tessina camera which was returned on 27 August as unsuitable. 

Since the end of August 1971, the Technical Services Division has had no 

f 

further association v/ith Mr. Hunt. As a point pf reference, I would note 
that the break-in of the office of Mr. fcllsberg's psychiatrist took place 
on or about 3 September 1971. 
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The Agency outlined the above events to Hr. Patrfcfc Gray, Acting 
Director of the FBI, in letters dated 5 and 7 July 1972, and a meeting on 
23 July 1972. A series of questions were asked the Agency on 11 October 1972 
by Hr. Earl Silbert, Principal Assistant United States Attorney for the . 
District of Columbia. On 24 October 1972, Attorney General Kleindienst and 

Assistant Attorney General Petersen reviewed the 5 and 7 July transmittals 

) \ - 
together with additional, more detailed but undated materials, that had been 

provided to Acting FBI Director Gray on 18 October 1972. The Agency is 

aware that this material was reviewed on 27 November 1972 by Hr. Silbert, who 

asked additional questions on that date as well as on 29 November 1972. 

Written responses to the foregoing questions were provided on 13 December 1972. 

An additional submission was made to the Assistant Attorney* General Petersen 

on 21 December 1972. This material was discussed at a meeting held with 

Assistant Attorney General Petersen and Hr. Silbert on 22 December 1972. 

All of the foregoing materials can be made available to the Committee if it 

so desires. 

As a separate matter, which was not known by those who prepared the 
material for the Department of Justice in the fall of last year, the Office 
of Medical Services of the Agency prepared and forwarded to the Uhite House 
two indirect personality assessments of Hr. Daniel Ellsbarg. The Agency has 
had a program of producing, on a selective basis, such assessments or studies 
on foreign leaders for many years. In July 1971 Mr. Helms, then Director, 
instructed Agency officers to work with Hr. David Young of the White House 
Staff relative to security leaks in the intelligence community. 
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Hr. Young requested a study on Hr. Ellsbarg in the latter part of 
July 1971 • which Agency activity was apparently approved by Hr. Halos. 

At that time. Hr. Young supplied raw material consisting principally of 
newspaper and magazine articles together with seme State -Department and 
Justice Department papers. The first assessment delivered to the White House 
dated 9 August 1971, was judged insufficient. As. a result, there were 

t ' 

several meetings between pr. Malloy, Kr. Hunt, and Mr. Liddy, in which 
classified information of the Justice and State Departments was introduced. 
One such meeting occurred on 12 August. 1971. Additional material was 
transmitted by Mr. Hunt on 12 October, and another meeting was held on 
27 October. ''These meetings led to a second version of the assessment, 
dated 9 November 1971. This document was delivered to the Executive Office 
by Or. Malloy on 12 November 1971. Agency records indicate that Mr. Helms 
had previously communicated with Mr. Young indicating ha had read both 
reports. 

In another contact "about October 1971," an Agency officer arranged 
to provide Mr. Hunt certain unclassified materials from CIA files - relative 
to a 1954 French case of leakage of Government documents. These ware 
delivered to his office at the White House. 

In closing, I would like to stress several conclusions of my 
investigation so far: 

a. CIA had no awareness of the details of Mr. Hunt’s 
activities. The Agency's impression was that Mr. Hunt was engaged 
in an activity related to identifying and closing off the security 
leaks that were so much a preoccupation of the Government at the time. 





565 


b. The Agency clearly was Insufficiently cautious in the 
Initiation of its assistance to Mr. Hunt. Later, when the nature of 
Mr. Hunt's requests for assistance began to indicate a possible active 
Involvement by the Agency inactivities beyond its charter, the 
Agency terminated the relationship and refused further assistance. 

c. yThe preparation of a profile on an American citizen under 
these circumstances lies beyond the normal activity of the Agency. 

It shall not be rejpeated -- and I have so instructed the staff. This 

shall be made a part of the regulations, governing such activities. 

* 

V d. As Director, I have called for a review of all Agency 
Activities arid the termination of any which might be considered 
otjtside its legitimate charter. In addition to requesting this 
review from my subordinates, I have directed each employee 'and invited 
each ex-employee to submit to me any cases which they may question. 

I am determined that the Agency will not engage in activities outside 
of its charter but will concentrate its energies on its important 
intelligence mission. 
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Review Staff: 75/3104/3 

24 November 197 S 


Mr. A. Searle Field 

Staff Director j 

Select Committee on Intelligence / 

House of Representatives 
Washington, D.C. 20515 

Dear Mr. Field: 

During Director Colby’s earlier testimony before 
the House Select Committee, Congressman Milford ashed 
certain questions concerning the adequacy of the 
basic laws governing the intelligence community. He 
also advanced some proposals on Agency and community 
procedural relationships with Congress and requested 
the Director's comments. 

We are forwarding herewith Mr. Colby's response 
to the questions of Congressman Milford. 

Sincerely, 





S. D. Breckinridge 
Chief, Review Staff 


Attachment : 
As Stated 



.Que stions 
Question: 
Answer . : 

Question: 
Answer : 


from Congressman Milford 

Are the basic lax/s governing our intelligence com- 
munity adequate? If not, where are they deficient? 

The basic laws governing the intelligence community 
are generally adequate, although .there is need for 
some clarification in the 1947 National Security 'Act, 

A major area where these laws arc deficient is in 
the protection of intelligence sources and methods 
from unauthorized disclosure, the responsibility for 
which has been imposed upon the Director of Central 
Intelligence by section 102(d)(3) of the National 
Security Act of 1947. * 

Do you have any specific recommendations for changing 
these laws in order, to fulfill the goals specified in' 
your testimony? 

The Agency recommends amending the National Security 
Act of 1947 as follows: 

(1) Add the word "foreign*' before "intelligence" 
wherever applicable. 

(2) Add the collection of foreign intelligence as a 
I function of the Central Intelligence Agency. 

(3) Clarify the proscription on internal security 
operations and police-type activity within the 
U.S. by adding provisions authorizing certain 
activities within the U.S. in support of foreign 
intelligence activities. 

(4) Remove the reporting requirement on non- 
intelligence gathering activities from the 
Foreign Assistance Act and place it within the 
National Security Act of 1947 in section 102(d) 

(S), and change the language of the reporting 
requirement to make it clear that, timely report- 
ing to Congress is no.t necessarily a condition 
precedent. 

(5) linnet the Agency's proposed leg.islati.on "Unauthorized 
Disclosure of Intelligence Sources and Methods," 
which amends the 1947 Act. to give effect, to the 
Director's statutory responsibilities under section 
102(d)(3) of that Act. 


QUESTION: 


ANSWER: 


QUESTION: 


The Agency would support the enactment of legislation 
which would provide for effective congressional oversight. 

The Agency believes that the consolidation and concentration 
of oversight responsibilities would result in the most effective 
oversight and would also protect intelligence sources and 
methods by reducing the proliferation of sensitive operational 
information throughout Congress. 

We are conducting continuing studies regarding possible 
requirements for changes in existing statutes. Further 
recommendations may be made as a result of those studies. 

Will you give me specific recommendations or steps which you 
believe will result in better relations among Congress, the 
Administration and the citizens concerning intelligence matters? 

It is clearly recognized that the policy makers, legislators, 
and indeed the electorate must be adequately informed. 

With assurances of proper protection, the Agency strongly 
endorses the broad dissemination of intelligence to meet 
national needs. The Agency has provided essential 
information to the Congress while protecting sensitive matters 
which the Congress had mandated that the Director protect. 

It is believed that once the Congress has developed 
effective measures to protect sensitive intelligence 
information which has been made available to it, a 
major source of potential conflict will have been resolved. 

If Congress set up a joint Committee on intelligence to 
properly oversee the entire intelligence community 
with complete confidentiality as far as classified 
information was concerned, would you, as Director of 
Central Intelligence or would the Administration that 
you are under, have any reservations to the following 
proposal: 

1. That the Intelligence community present for 
authorization hearings its true annual budget 
proposals - including all line items that are 
normally concealed under other headings or 
contained within other Defense functions? 



ANSWER: In the past I have taken the position that questions such 

as these should be resolved by the Congress, However, 

I cannot in good conscience concur in such a recommendation. 

The recommendation contemplates an annual authorization 
to appropriate funds^for the activities of CIA, a requirement 
which does not now exist under current law (Central Intelligence 
Agency Act of 1949)* Such new annual authorization requirement 
carries with it the. same security problems of an open budget 
for the CIA. 

I firmly believe that the CIA budget and certain classified 
intelligence programs of the Department of Defense should 
remain fully classified and non- identifiable. The requirement 
of annual authorization for the intelligence community requires 
hearings before oversight committees to explain the budget 
(which is presently done and which is a procedure 1 support) 
with the added requirement of moving an authorization bill 
through the entire legislative process. The resulting public 
1 disclosure could provide potential enemies with considerable 
insight into the nature and extent of our activities. Even a 
" single figure in an authorization bill, without further revelation, 
could result in questions and discussions of any changes or trends 
developed in succeeding year figures and generate a demand for 
explanations eroding necessary secrecy. 

I would not object, however, to an arrangement whereby the 
oversight committee follows a procedure similar to that 
utilized for the intelligence budget by the appropriations 
committees. Under such an arrangement, the oversight 
committee would authorize expenditure of a specified sum 
by means of a classified letter to the Director of Central 
Intelligence. In addition, a statement could be included in 
the published committee report on the authorizing legislation 
stating that the funds authorized in the bill included funds for the CIA. 

2. That the intelligence community would totally brief the committee 
on the desired annual goals, programs, projects and missions of 
the intelligence community that the annual budget is designed to 
support? 
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ANSWER: 



3. 


This proposal conforms to our existing practice. I have 
often stated that the Agency has no secrets from its 
oversight committees. The Appropriations Committees or 
its subcommittees receive annual briefings on the goals, 
programs, projects, and missions of the individual agencies 
of the intelligence community, as part of the annual appropriations 
process. CIA also keeps its legislative oversight committees 
fully informed of the Agency's activities. 

That the committees would assign the General Accounting 
Office to selectively audit any specific project, operation 
or mission that they would deem necessary so long as the 
compartmentalization principle is observed? 


ANSWER: Section 8(b) of the Central Intelligence Agency act of 1949 

gives the Director the authority to expend funds without the 
disbursements being subject to further review. It has always 
been my position that t a substantial number of CIA's programs 
could be audited by GAO, and in fact, GAO did audit some of our 
programs for over ten years. That audit was terminated in 
1962 because GAO did not have access to all our accounts, 
and did not feel they could conduct a meaningful comprehensive 
audit without additional access. I am certain that arrangements 
can be made for a resumption of a GAO audit of Agency activities 
at the request of one of our oversight committees. This would 
require advance agreement oms,ecurity procedures and on the 
distribution and content of the GAO report. In this connection, 
it should also be noted there may be instances where expenditures 
may be made which would not meet normal audit procedures 
although they would meet the requirements for expenditures 
made on a certification by the Director under his specific 
statutory authority. 

4. That the Committees would be equally informed of day-to-day 
intelligence activities in the same manner as the President of 
the United States, so long as the same security regulations are 
followed and further subject to specifications contained in 
this hypothesis? 
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ANSWER: The Agency is strongly committed to the idea of giving 

maximum dissemination of information consistent with 
essential security requirements. The Agency believes 
that an informed Congress is necessary to the effective 
conduct of foreign policy and believes it has an important 
part to play in keeping Congress informed. The Agency 
has provided and will continue to provide the Congress 
with substantive intelligence information. With respect 
to reporting on "day-to-day intelligence activities" -- 
that is, daily operational matters--different considerations 
are involved. The Congress established the CIA within 
the Exec utiv e branch. The President has the constitutional 
responsibility to administer the Agency and to see to the 
execution of its functions. Congress 1 oversight of intelligence 
activities relates to its constitutional responsibilities for 
appropriations and legislative oversight. To perform these 
legislative functions, ,it is not necessary that Congress be 
reported to on the day-to-day intelligence activities of the 
Agency "in the same manner" as the President of the 
United States, who has administrative responsibilities* 

Indeed, such an intensive reporting requirement would 
suggest that Congress had assumed the function of 
administering the intelligence activities of the United States. 
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Appendix VIII.- “The Bureau's Budget: A Source of Power,” by 
Walter Pincus (excerpted from “Investigating the FBI,” edited 
by Pat Watters and Stephen Gillers). 

CHAPTER THREE 


THE BUREAU'S BUDGET: 
A SOURCE OF POWER 

BY WALTER PINCUS 


I: Lack of Normal Controls 

The Federal Bureau of Investigation's budget— like the or- 
ganization itself— stands unique within the federal government. 

It is drawn up and approved, and the resultant federal 
funds are disbursed and even audited, not only within the 
Bureau itself but within just one division of it. ■ 

The funds appropriated to the Bureau come in one lump 
sum, to be expended not necessarily as the Director said they 
would during his congressional appearances, but as he wishes. 

While other government agencies are tied down because 
their appropriations are divided among various named or line 
items, the FBI has only four legally binding requirements in 
its appropriations: the number of new and replacement auto- 
mobiles (including each year “one armored vehicle," the fa- 
bled Hoover limousine, which in 1970 cost $30,000)5 $10,000 
for taxicab hire, a historic item; a $70,000 contingency fund “to 
meet unforeseen emergencies of a confidential character," but 
not including “payment of rewards"; and finally $42,500 as 
“compensation of the director ... so long as the position is 
held by the present incumbent.” 

The outside budget review systems that apply to other 
agencies and departments do not apply to the Bureau, thanks 
either to statute or to tradition. The Department of Justice 
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has not in the past held in-house hearings on the FBI budget. 
A former top Justice Department administrator, when asked 
recently how the FBI budget Is integrated into the depart- 
ment’s, replied succinctly, “With a stapler.” / 

.Those who have participated in the Office of Management 
and Budget’s half-day review of the FBI budget say it is 
superficial. One former official could recall only one question 
being raised over an eight-year period— and it was directed 
to the number of cars the Bureau sought. 

Congress and particularly the Appropriations committees 
have given special treatment to the Bureau budget. The Di- 
rector himself noted in testimony that “I can frankly say we 
have seldom been denied funds by the House Subcommittee 
on Appropriations . . . The Bureau of the Budget and the 
Congress . . . have always been most considerate of our 
needs.” In his own modest way, Hoover was saying that over 
the past twenty years he got all that he asked for and on two 
occasions, even more— a record no oUier government depart- 
ment or agency can equal. 

If the FBI were a small agency or if its activities were non- 
controversial, the budgetary short cuts and special treatment 
would be understandable if not totally acceptable. But the 
Bureau is big and growing bigger. The $334 million it received 
for the 1971 fiscal year makes it nearly as large in terms of 
budget and personnel as the Department of State. And this 
figure is almost double the FBI budget of just four years ago. 
By the end of fiscal 197a there will be a programmed 8,900 
special agents, an increase of 30 per cent over the number just 
three years ago. 

In short, after almost twenty years of slow steady growth, 
the FBI still employs the secrecy in management and allocation 
of funds that it practiced when it was a relatively small elite 
agency run by younger men. 

An agency with the Bureau's over-all mission must maintain 
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some special rights in contrast to the normal budget process. 
The FBI-along with the CIA and the National Security Agency 
in the intelligence area— should be able to undertake activities 
that by their nature must remain secret. The limits of that 
secrecy, however, should be clearly defined and should permit 
some outside albeit protected review, by both the executive and 
legislative branches. 

II: Controls from Within 

Discussing the manner in which the Bureau puts together its 
budget is difficult — impossible, in fact, without tile cooperation 
of those within the FBI with budgetary responsibilities. I have 
been unable to get that cooperation. 

- Thus, the picture one can draw of the process itself is of 
necessity limited. Two things are certain. John P. Mohr, a 
thirty-year veteran of the FBI and now assistant to the direc- 
tor, is die key budgetary figure, and the process itself is run by 
the Bureau’s Division 3, the administrative division, . 

Unlike other agencies, the FBI assistant directors for opera- 
tional activities— general investigative or domestic intelligence, 
for example— do not have budgetary responsibility. They do not 
take part in formulation of the budget and Uiey do not allocate 
funds after the budget is approved. Instead they formulate 
programs which are passed on to the Director for approval. 
Such programs may require additional agents or special equip- 
ment— but the cost factors are not included as a part of the in- 
put to the Director. 

"You always would assume that if die program was ap- 
proved, money would be available,” a former official told me. 
"And with a budget that was always going up, funds were 
1 never a problem.” • 

Cost may, according to one former assistant director, have 
been part of Hoover’s decision whether to approve or disap- 
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prove a program. But once a program was approved, It was 
Mohr’s job to come up with the money.. * 

On the operational level, budgeting is the responsibility of 
the special agents in charge of field offices (SACs). A SAC 
must make the allocations and seek the finances to perform the 
tasks assigned to him by the various assistant directors back in 
Washington. 

The SACs performance is Judged by the statistics he gener- 
ates while using the assets at hand. The Bureau does under- 
take case level studies that determine whether an office, based 
on the number of investigative matters handled, deserves to 
have additional agents. Thus, in the game of Bureau politics, 
it becomes reasonable for the SACs to turn their assets toward 
those matters that will generate the most statistics. And not 
surprisingly, according to former officials, the assistant direc- 
tors push for approval of broad programs that generate those 
same statistics. In this process, the well-publicized mandatory 
unpaid agent overtime figures arc built in for later use before 
the Congress. 

The primary asset is agents, and each agent is a generalist. 
The number in any field office assigned to internal security, 
bank robberies or car thefts can vary from day to day and is 
controlled not by Washington but by the local SAC. “The suc- 
cessful SAC is the one who reads the pressures from Washing- 
ton,” one official suggested in discussing how funds arc al- 
located and statistics developed. 

In only one situation, according to a former top official, did 
the Bureau assign from Washington a set number of agents to a 
national program, and that was to the loyalty program during 
the 1950s. 

In years past, Hoover always took the position that he would 
undertake new tasks or responsibilities with everyone working 
harder. “He would always absorb the additional effort for a 
few months after Congress passed additional laws within the 
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Bureau's purview," recalled a former official. “Then he would 
come in with a budget request to cover a full year's operational 
• increase.” His request would talk in terms of a number of new 
agents per program, but the figure would not represent the 
actual number of agents that in fact would be so assigned. It 
was just a compilation of agent hours applied to that program 
from hundreds of agents around- the country. 

In 1963, when President Lyndon Johnson wanted Hoover 
to step up his work in the civil rights field, ,the Director re- 
sponded. that every agent he had was fully allocated; to under- 
take that task he would need funds adequate to. hire an addi- 
tional two hundred agents. 

‘'That was just a way to add to the Bureau," one former 
Justice official said in discussing the matter.' "A good manager 
could reallocate” from less important tasks, he suggested, and 
pointed initially to the agents involved in car theft and inter- 
state payment cases that generate impressive numbers and 
dollar-recovery figures— both of which are used before Con- 
gress. 

. It took several years but Hoover did get additional funds 
sufficient to hire one hundred new agents, supposedly for civil 
rights cases. In Ins last budgets, he sought and received funds 
for one thousand new agents to handle organized crime, air- 
craft hijacking and "extremist" matters. Whether one thou- 
sand agents are ever assigned to such cases will be known 
only within the Bureau's administration division. 

Using the backup material Hoover provided in the budget 
and supplied to Congress, one may make the following esti- 
mates on how his funds were allocated: 

Close to 80 per cent of the Bureau's expenditures are for 
personnel salaries and "other personnel compensation." Almost 
75 per cent of the FBI's budget is devoted to field investiga- 
tions. The fingerprint identification’ activity, costs more than 
$25 million; the FBI lab more than $7 million. One has diffi-. 
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cullies going beyond that, although it is clear that the Bureau 
itself maintains extremely tight budget controls within its own 
house. For example, Hoover was able to tell the Congress 
that the Kent State inquiry, which involved 30a special agents 
at the peak,, cost an estimated $274,100 not including "6,316 
hours of overtime for which [the agents] received no com- 
pensation." 

The first level for review of the Bureau's budget would 
normally be the Department of Justice and its Assistant At- 
torney General for Administration. Past practice was that the 
Justice Department official played no role in drawing up the 
budget. He was permitted to sit in when Clyde Tolson, Hoo- 
ver's chief deputy, spent an afternoon before the Office of 
Management and Budget going over the Bureau's figures. The 
Budget agency has a reputation for looking closely and refus- 
ing funds for most agencies, but, asked in June, 1971, at a 
Senate hearing whether the Budget Bureau had ever denied 
him any funds, Hoover replied, 'The Budget Bureau fre- 
quently rounds off sums which we calculate as accurately as 
we can. They also set limitations on the total amounts we can 
request in a particular year and they frequently require us to 
absorb unforeseen costs which may arise from time to time. 
As an example, the FBI was required to absorb $670,000 dur- 
ing the fiscal year 1971 resulting from increased statutory 
health benefit costs.” 

What Hoover didn't add to that illustration, though he had 
told the House committee about it, was that rather than "ab- 
sorbing" the costs, he used funds Congress had already given 
him in a supplemental appropriation for salaries, and deferred 
the hiring of one hundred now agents and seventy clerks until 
the beginning of the next fiscal year. In other words, he ex- 
ercised his right of reaching in and taking money he had for 
one purpose and used it for another. 

General Accounting Office audits 'undertaken of FBI ex- 
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pcncliturcs are normally spot checks which determine if the 
disbursing office has a voucher behind each payment. For this 
type of bookkeeping the Bureau gets high marks, not just from 
the GAO but from the Budget Bureau as well. But that type of 
auditing does not measure the workings of a program nor the 
employment of assets— a type of audit that GAO often under- 
takes within other executive branch agencies. 

The manner in which the Bureau uses its confidential funds, 
informant payments and reward money is tightly held— as it 
should be. The CIA has similar funds, but it makes an outside 
top-secret accounting to a White House control committee. 
The Bureau apparently tells no one. 

Ill: Congressional Review 

Tlie FBI’s unique budgetary situation must be attributed to 
a number of factors, not the least of which is the Bureau’s 
almost sacrosanct status in the halls of Congress. Until 1971 
Director Hoover rarely found it necessary to appear before 
more than one Appropriations Committee. Every other depart- 
ment or agency director— including the CIA most years— had to 
put in an appearance before both the House and Senate Ap- 
propriations Committees. But Hoover took the position that 
since the House had always granted him all the funds re- 
quested, he had no reason to appear before the Senate com- 
mittee. 

Senator John McClellan became Chairman in 1961 of the 
Senate subcommittee which handles the over-all Justice De- 
partment budget including that of the FBI, and pressed for a 
Hoover appearance that year. According to both FBI and Hill 
sources, the Director declined and eventually the matter was 
settled amicably over lunch with an understanding that the 
Director would not be “invited” to appear and thus not placed 
in the position of “refusing.” . 
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In June, 1971, both an NBC television program and a news* 
paper scries on the FBI made the point of Hoover's non-ap- 
pearance before the Senate committee. On Juno 24 , weeks after, 
this criticism, Hoover made his first appearance before McClel- 
lan's subcommittee .at a special closed afternoon session that fol- 
lowed immediately after the appearance of Attorney General 
Jolrn Mitchell. 

The congressional committees with legislative (as opposed to 
appropriation) authority, over the. Bureau— specifically the 
House and Senate Judiciary Committees— have shown no in- 
terest in inquiring into the Bureau. So the only congressional 
review of the Bureau for the past twenty years, with minor 
exceptions, has been that undertaken by the House Appro- 
priations Committee’s subcommittee which handles the FBI 
budget. 

The Bureau has maintained another unique relationship to 
Congress, and particularly to the House Appropriations Com- 
mittee. Since 1959 FBI personnel on loan to the committee 
have acted as full-time directors of all surveys and investiga- 
tions run by the committee. Although the committee has used 
investigators from other agencies, the overwhelming number 
of its investigators are loaned FBI agents. In fact, almost two 
thirds of the House committee's $1 million investigations 
budget for fiscal 1971 went to, reimburse the FBI for loaned 
agents. 

Not only does this arrangement cement relations between 
the FBI and the committee, it also gives the Bureau a special 
status among other government departments. What other exec- 
utive agency serves at the direction of both the legislative and 
executive branches? 

For his part, Hoover understood, the importance of his Hill 
connections and their value to the Bureau. The FBI agent 
chosen to serve as one of the committee's three full-time In- 
vestigators— on loan, of course— was carefully chosen. For ex- 
ample, FBI inspector Paul J. Mohr, who recently concluded an 
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unusual four-year term with the committee, is the brother of 
John P. Mohr, until recently No. 4 man in the Bureau hierarchy 
and responsible for the budget. 

The Bureaus involvement with the House Appropriations 
Committee was institutionalized in 1959 when the late Repre- 
sentative Clarence Cannon was Chairman. Cannon developed 
the system of using executive branch investigators as a means 
of saving money and ashed Hoover to loan him some agents 
for full-time work. When George Mahon took over the com- 
mittee in 1964 he decided to continue the system. Not surpris- 
ingly, a Congressional Quarterly survey of ten committee mem- 
bers (out of fifty-five) found a general lack of knowledge about 
the committee’s investigating system, All knew that FBI agents 
did investigative work for the committee, but only three knew 
the extent to which FBI men were used. 

It is also not surprising, based more on- the committee’s view 
of tlie Bureau than on the presence of the agents on its staff, 
to find that there has been no investigation of the FBI by the 
committee in the last twenty years, according to the present 
committee staff director, Paul Wilson. 

Representative John J. Rooney, the New York Democrat who. 
now chairs the Appropriations subcommittee which handles 
the FBI budget, recently defended the practice of using FBI in- 
vestigators in a speech on the House floor. Rooney declared: 
‘The surveys and investigations staff has never been requested 
to conduct any studies directly involving an appropriations re- 
quest of the FBI. The FBI's request is closely studied and in- 
dependently evaluated by the regular staff of the committee— 
which has no FBI personnel assigned— prior to being considered 
by the. members of the subcommittee of which I have the honor 
to serve as Chairman.” , 

What Rooney failed to point out was that although the 
regular committee “has no FBI personnel assigned,”' his own 
subcommittee staff assistant, Jay B. Howe, the man on the 
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regular staff most directly involved with the FJ 1 I budget, is 
himself a former FBI agent. 

A less direct connection exists between the Bureau and the 
Senate Appropriations Committee. In the mid* 1940s, according 
to one Bureau official, the former Senate Appropriations Com* 
mittee Chairman, Carl Hayden, asked Hoover to recommend 
someone to work on the staff. Hoover suggested a special agent 
who had caught his notice named Thomas J. Scott. Today 
Scott, the former FBI agent, is staff director of the Senate 
Appropriations Committee. 

Hoover’s congressional testimony hardly varied in his last 
ten years. It reflected not only the Director’s manner of opera- 
tion, but also the interests of Congressman Rooney. Rooney's 
own words in an NBC interview earlier this year best charac- 
terized his approach to the FBI and its Director: “There have - 
been very few other agencies in government that have been so 
efficiently run and with such results to the taxpayers’ benefit 
’tis the Federal Bureau of Investigation . . . without a doubt 
Mr. Hoover is the greatest administrator wc have in govern- 
ment, in any part of the government.’’ . 

Hie outline of Hoover’s testimony was predictable year after 
year and made for dismal reading to those who sought some 
enlightenment on the Bureau’s activities. The Director’s prime 
emphasis was constantly on the dangers that faced the country 
rather than on details of what the Bureau was doing with its 
assets. In the 1950s the stress essentially was on Communist 
^ subversion from within and Soviet spies from without. In the 

late 1950s Hoover picked up the theme of crime, with emphasis 
on youthful offenders and repeaters. The black and radical 
movements began to appear in his testimony in the early 1960s, 
and in 1971 they dominated along with an appropriate exposi- 
tion on “parole, probation and clemency abuses” and an ex- 
tensive paper on “major prosecutive efforts directed against 
organized crime.** 
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Surrounding these dramatic readings of the dangers wo face 
were the statistics and dollar figures so dear to the hearts of 
both the Director and Mr. Rooney. The Director invariably 
opened his testimony with a direct statement on the increases 
being sought, along with a line of description— "The remaining 
39S full-year employees (all clerks) for FBI headquarters are 
for the fingerprint operation where 95 will be used for current 
work increases, 29 will be involved with preparation work for 
die automation of identification records and 274 will work on 
a long-term project to consolidate our civil fingerprinting file.” 
Those details were further embellished by an array of tables 
and comparison charts that would bore the most intense Bureau 
follower. 

Hoover also occasionally lightened matters by throwing in 
statements that reflected a shrewd assessment of what Congress 
wanted to hear. For example, in telling Rooney in March, 
1971, about his major increase in ngents-one thousand new 
ones or an ovcr-.all agent growth of 12 per cent at an annual 
cost of more than $10 million— Hoover stated, “The committee 
will be interested in knowing that of 1,000 agents which were 
requested by the President and implemented by the Bureau, 
67 per cent or 667 of those men have had military experience, 
many at the rank of captain and above. That experience is a 
great asset because they arc in fine physical shape and have 
the discipline needed as an agent. They have the ability to 
make prompt decisions, having served in leadership positions 
during the Vietnam era.” (These are hardly the credentials 
needed to do objective investigative work among the peace 
groups and new student radicals, however.) 

Among the regular statistics of 1970 delivered by Mr. Hoover 
in 1971— as in the past— were: 

—Fingerprint receipts and, normally, how they reached rec- 
ord numbers. In 1971, however, there was a falling off, so 
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Hoover introduced a new statistic, “correspondence, forms and 
name checks received.” Needless to say that 1970 carried the 
asterisk for nll-time high. 

—Laboratory examinations, which as usual were at an all- 
time high. 

—Fugitives located were at 30,31s— “a new high and an in- 
crease of 18 percent over the locations in 1969.” 

—Automobile recoveries “increased 5 percent in 1970 as 
compared to 1969 to reach a new record high of 30,599.“ 

—Investigative matters received continued to grow along 
with another figure, average assignment per agent. Hoover 
stressed he “prefers to see” an average of eighteen matters. But 
the average assignment per agent reported for 1970 to the 
House subcommittee was thirty*one matters and Hoover 
pointed out that the 1,036 agents to be added during the com- 
ing two fiscal years “would have little impact upon this average 
work assignment . . .” Just three months later in his testimony 
before the Senate committee Hoover noted, “The average as- 
signment per agent is now twenty-nine investigative matters.” 
In the intervening three months, according to the presenta- 
tions, only seventy-four new agents had been added to the 
rolls. What caused the drop of two matters per agent was not 
disclosed. 

One of Hoovers proudest charts was labeled “FBI ac- 
complishments and appropriations.” It showed how each year, 
despite the Bureau’s ever-growing budget, the fines, savings 
and recoveries stemming from the Bureau’s activities rose at an 
even greater rate. “This accomplislimcnt represents an average 
return of $1.60 for each $1 of direct funds appropriated to the 
FBI in the 1970 fiscal year,” the Director said as lie handed 
Rooney his five-year chart. 

Taken alone, these statistics appear ludicrous when ranged 
against the more serious problems that Hoover said the country 
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faced— organized crime and espionage, for example— and which 
should have been a prime, focus for. the assets he received. Yet 
interviews with past and present Bureau officials confirm that a 
substantial amount of agent time across the country is devoted 
to the tasks that result in providing these statistics, rather than 
toward investigations that require large numbers of agents and 
long periods of time and may not produce any dollar statistics 
at all. ^ 

Wien the House subcommittee members ask any questions, , 
they are most likely to be of the character that were posed in 
March, 1971. Representative Neal Smith, a Democrat from 
Iowa, asked if the Director had fingerprints for all members 
of Congress on file. Hoover, still stung by accusations that he 
had bugged Capitol Hill telephones,, automatically responded, 
“No, sir. I would like to add, also, we have never tapped a 
telephone of any Congressman or any Senator since I have 
been Director of the Bureau.” 

Smith, who himself didn’t want to be misunderstood, quickly 
responded that he “was thinking in terms of it being a good 
thing to have the fingerprints of all Members for the protection 
of the Members in the case of accident.” 

Representative Elford A. Ccdcrberg raised the question of 
Ramsey Clark’s knowledge and approval of wiretaps while he 
was Attorney General. Cederbcrg and Hoover then entered into 
a colloquy on Clark during .which the congressman quoted a 
section of Clark’s previous testimony before the same subcom- 
mittee in which he praised the FBI. Cederbcrg remarked he 
had brought it up because “I thought it might not be a bad idea 
to place on the record the statements of the former Attorney 
General in his last testimony before our Committee in regard 
to the FBI. I am delighted, in light 'of the facts that are being 
put out in public print, to know that he did, in writing, author- 
ize the use of electronic surveillances by the FBI.”. 

Chairman Rooney then asked, “What do we know about tins 
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Bernadette Devlin?” and Hoover’s brief reply included the 
statement, "I don’t know why the State Department granted 
the Visa for her to come over here, but it did.” 

Representative Robert Sikes did close by asking about “the 
purchase of armored cars for the FBI . . . Arc they for your 
use?” 

Hoover responded that two were kept in Washington, one 
in New York and one in Los Angeles, but rather than calling 
them his own, preferred to describe them merely as being 
“used for protective purposes.” It fell to Clyde Tolson, sitting 
beside Hoover, to tell Sikes that "during the calendar year 
1970, Mr. Hoover received twenty-six threats on his life and so 
far this year, he has received another sixteen threats. It is nec- 
essary for security reasons for Mr. Hoover to be transported in 
these vehicles.” 

The questioning— if that is what it can be called— clearly 
shows that the lack of substance in Hoover’s testimony before 
the subcommittee was not solely of his own doing. The con- 
gressmen themselves did not want to get into substance. 

A close study of Hoover’s testimony over the past fifteen 
years, however, discloses a number of areas worth congressional 
questioning— from the approach of Bureau investigative work, 
such as use of informants and wiretaps, to the allocation of 
agent resources to produce statistics. 

For example, although the number of FBI agents has in- 
creased from 6,005 in fiscal 1957 to 8,482 in fiscal 1971, Con- 
gress has actually provided funds over the past fourteen years 
for a total of 8,976 agents. Thus, Hoover received money 
enough to hire more than he actually had. 

In February 1967 Hoover testified he had 6,532 agents, and, 
with the additional funds he sought, he' would add another 
xo6 agents. This, he told Congress, would give him a total of 
6,638 agents in fiscal 1968. He got the money he wanted, but 
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the next year, the Director was back saying lie had only 6,590 
agents— and the subcommittee never asked why this was 48 
fewer than he said he would have one year earlier. 

Hoover’s biggest agent gap look place between 1957, when 
he said he had 6,005 agents, and 1962, when he said he had 
5.9S5. In the interim, he had sought and received .funds from 
Congress to add no fewer than 2S7 agents. 

When asked about the "missing” agents, FBI spokesman 
Thomas Bishop at first said the new agent funds were to fill- 
slots vacated by retiring agents. He later revised that to say it 
might refer to authorized rather than actual agents on duty. 
Finally lie said he had no answer. 

Apparently, however, the funds involved were used for 
other Bureau expenses. But by asking for money for new agents, 
Hoover was always assured he would get his request. The FBI 
budget is appropriated in one lump sum, so there is nothing 
leg.-.lly wrong in what Hoover did— but it docs show a bureau- 
crat’s ability to use figures to get what he wants. 

IV: The Future 

Clearly if the FBI is to be reintegrated into the government, 
one of the first steps would be for the Attorney General and his 
top staff to play a role in the FBI’s budgeting and the pro- 
gramming that stems from it. The U.S. attorneys and the de- 
partment’s Criminal Division in particular should be aware of 
FBI future planning as a guide to their own activities. As a 
former Justice official understated it recently, "The FBI budget 
planning can in the long run have an impact on caseloads and 
the courts.” 

The measure of FBI performance should be changed so as to 
put less stress on the statistics that prove its "efficiency” and 
more on meeting the most pressing of the problems it faces. 
In short, assets probably should be reallocated. But that judg- 
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ment can only be made with a clear understanding of what the 
distribution is today. 

It will fall to the congressional committees that review the 
FBI budget to apply the kinds of policy controls many feel are 
now lacking. They have a broad enough makeup and separa- 
tion from executive responsibility to raise the controversial 
questions that never seem to get asked within an administra- 
tion’s family. Only the attitude of the members on the Hill 
need to change; the opportunity is already there. 

Almost every year Hoover provided a brief statistical report 
in the area of civil rights and the FBI. He told the Rooncy- 
subcommittee that the FBI in 1970 handled 934 investigations 
under the Civil Rights Act of 1964 and that eases in this area 
"often are of a controversial nature." In order to provide a 
figure on agent participation, Hoover linked the work in civil 
rights with "that required in connection with racial disturb- 
ances and keeping abreast of the activities of extremist and 
hate groups” and came up with a figure of "an average of 2,139 
agents each month.” The Media, Pennsylvania, documents 
showed that the Bureau undertook a vast investigation into all 
black student groups— an undertaking that one would hardly 
class as falling within the civil rights area, though Hoover’s 
testimony indicated that he did. No congressman present, 
however, raised any questions. 

Hoover often referred to the publications produced by the 
Bureau and their costs, but no one asked him about his office 
of criminal records or costs of his publicity activities. 

Each year Hoover reported on informants in a few para- 
graphs. But there never was a question about the varieties of 
informant activity; the committee limited its concern to the two 
areas Hoover cited-Jocation of fugitives and recovery of stolen 
goods. 

Handling of derogatory arrest information by the FBI was 
raised before both the House and Senate committees in 1971 
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through a question and answer insert provided by the Bureau. 
Only Senator Homan Ilruska followed tip with a few questions. 

The Director each year provided information on the number 
of Bureau electronic surveillances as of the day of his testi- 
mony. Tlie only substantial discussion on the subject in both 
committees in 1971 was to criticize newspaper articles which 
discussed FBI wiretapping. 

Hoover provided both committees with extensive prepared 
papers on the FBI and organized crime. 

Thus, there was hardly an area of public controversy or con- 
cern that Hoover himself did not raise in his congressional ap- 
pearances. In the future, perhaps someone, on the pertinent 
subcommittees will have the sense of responsibility to follow 
tluough with questions to the Director that the public deserves 
to have answered. 

The Bureau must be opened up for with in-government re- 
view and coordination, as well as congressional inquiry for the 
public benefit. But this does not mean that everything the 
FBI docs should be subject to executive or public review. The 
FBI has responsibilities for undertaking investigations that 
reach the highest levels of government— inquiries that should 
not be subject to review by higher authorities or Congress be- 
cause those individuals may in fact be involved. This is the 
gravest type of responsibility and one that must be vested 
wholly within the Bureau. In some areas at some times the 
FBI must be an agency unto itself— and it must be so struc- 
tured and run by men of the highest caliber to perform such 
tasks. 

litis country needs an agency of quality^and^iublic standing 
to perform the tasks assigned by law to the FBI. Time and 
practice have made it today a totally separate power. It needs 
to be brought back into government, but with the limited 
special status required to protect all the people and not just the 
few who run it now. 
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V: Conference Discussion 

Mn. Elliffs First, Ken Clausen of the. Washington Post has 
done some good work on informants and he comes up with 
this: ‘The Justice Department of Attorney General John Mitch- 
ell docs not know how much money the FBI actually spends 
for informants. The funds are hidden in the Bureau's $300 mil- 
lion plus budget, and the figure is Jealously guarded.” However, 
recently, Representative Rooney said, “The FBI infonnant 
fund is the same as the Bureau of Narcotics and Dangerous 
ifrugs, which is 3.7 million dollars for informants, at least 
this year,” 

Second, in 1943, when Clarence G an n on b e ca me- Ghai r man - 
of the House Appropriations Committee, he asked for FBI 
agents to help and in the Roosevelt papers I found this memo 
from Francis Biddle, the Attorney General, to Roosevelt: 

Congressman Cannon has requested that Hoover assign FBI 
agents to investigate needs of the various departments re- 
questing appropriations so that the Committee may deter- 
* mine in any particular case whether additional personnel is 
needed, whether there is waste and so forth. 

The Biddle memo goes on: 

I am strongly opposed to the plan. It would put the Depart- 
ment of Justice in the impossible position of investigating other 
deportments, including the Army and Navy, and passing on . 
their needs. 

And he says to the President, *1 thought that I should report 
the matter to you since you might wish to indicate what you 
think should be done.” And Roosevelt notes, “You arc ab- 
solutely right.” So under the Roosevelt administration, no FBI 
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agents were assigned to the Appropriations Committee. That, 
of course, was changed, ns you report in your paper. 

Mn. Pi NCOS: Yes, I think two things. One, Cannon wanted to 
do it because he wanted to save money and he went ahead and 
did it anyway. It didn't matter what Biddle said It started 
back in the Forties; he had not only Bureau agents, but a 
variety of other executive agency people working for him. 

Second, my own personal feeling is that it really shouldn’t 
be allowed. Any committee can put together its own staff and 
in many ways do a much better job than the Bureau is capable 
of doing. But you can’t at the same time serve both the legisla- 
tive and the executive branches. 

Mn. Ransom: I have a question for Mr. Pincus. To what ex- 
tent on Capitol Hill is the fear of a secret dossier in the Bureau 
a deterrent to a more aggressive questioning of its present 
Director? I realize you can only have an impression about this, 
but I wonder if you have one. 

Mn. Pincus: I think it fits into the same category as every 
civil rights leader’s feeling that his phone is tapped. A politician 
can’t afford certain kinds of exposure or doesn’t think he can 
afford it. Politicians have a certain number of battles that they 
can fight; they usually want to fight ones that they can win. It 
is almost impossible to beat the Bureau. Nobody has really 
been willing to make the fight. Part of it is the fear of the 
secret dossier, and I’m sure at times there have been actual 
uses or at least threats made. 

I’ve asked the same question of people who have worked in 
the Justice Department. IIow often are they willing to take the 
extra step to confront Mr. Hoover or the Bureau on some ques- 
tion? Most people are willing to win some and lose some, but 
never try' to fight the whole battle. Much of the power that has 
been accumulated by the Bureau has, been weaned away from 
other agencies and institutions over a period of time because 
they haven’t been willing to call a halt at some point. 
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Mn. Hundley: My -question ties in with what you just said. 
I can understand why politicians and even people in the De- 
partment of Justice, including Attorneys General, have had 
some reluctance to deal directly with a person as powerful as 
Mr; Hoover. I also agree, as you said earlier, that the press, 
until quite recently, has dealt very tenderly with him. I wonder 
how you would explain that. 

Mb. Pincus: To go into my theories of the press would take a 
long time. The simplest one is that newspapers, and television 
to a greater degree, are dependent upon official sources for 
news. It is not news if I say something happens; it is news if 
Mr. Hoover does. And so, if you want to go after the Bureau, 
you’re not going to get anybody to talk to you about the 
Bureau. You’ve got to go find it out yourself, and then you’ve 
got to bring those facts forward and say, “This is what I un- 
covered.” That’s a difficult job. It’s much easier to use your as- 
sets as a newspaper in covering press conferences, where you 
can quote well-known people. 

There have been, over a period of time, pieces about the 
Bureau, but not very many. The lack is a result of the difficulty 
in developing stories without help and a result of Mr. Hoover’s 
ability to give reporters access to files that can make Them look 
very good 

Lot me give an example. When I first started out, I did a 
piece about his armored cars. I was doing a piece about every- 
body’s limousines and somebody at GSA gave me the bid for 
Hoover’s. At the time, it was just a $20,000 car. I wrote about 
it. The fellow who gave me the contract, which was a public 
record, was transferred. My paper got all sorts of letters from 
Hoover, and finally said, “Well, you know, we have no control 
over tilings like that.” It's not worth it for them. 
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Information Gathering Guidelines 


Section 1. Purpose 

.01 This Supplement Implements Policy Statement P-1-1 (Approved 6-23-75), attached, 
and provides guidelines for the gathering of Information that may be solicited, obtained and 
retained for use by Service personnel as background material prior to the assignment of a cai 
for collection, examination or investigation. 


.02 These guidelines are not intended to alter in any way the gathering, solicitation 
and documentation of tax related facts and evidence necessary in developing cases that have 
been assigned for collection of taxes, examination or investigation of a tax liability. 


Section 2. Background 

.01 Compliance with the tax lavs which the Service is authorized and directed to enf< 
cannot be determined solely by reference to the information on returns and documents filed 
the Service, Therefore, the Service must obtain Information from outside sources for the 
effective administration of the tax lavs. 


.02 Information gathering activities which were suspended by telegram to All Regional 
Commissioners on January 22, 1975 (reissued in the Internal Revenue Manual as Manual Suppleme 
91RDD-7 , CR 41RDD-18 and 51RDD-20 and 71RDD-1) and by telegram to All Regional Commissioners, 
District Directors and Service Center Directors on February 7, 1975 (reissued in the Internal 
Revenue Manual as Manual Supplement 93G-148, CR 42G-323, 45G-223, 5(12)G-22, and 71G-3) may b 
resumed In accordance with the guidelines and definitions set out in this Manual Supplement. 

Section 3. Record Retention and Destruction 


.01 No information documents of any type presently on hand or hereafter acquired In the 
Service concerning Intelligence Information fathering, Joint Compliance Program, Coordinated 
Compliance Projects and Returns Compliance Program will be destroyed until the Senate Select 
Committee and all other-off icial reviewing bodies complete their investigations of lntelllgen 
activities carried out by or on behalf of the Federal Government. The suspension of destruc- 
tion procedures does not preclude use of such information for civil or criminal tax adminis- 
tration purposes, provided such use does not include destruction. Instructions concerning 
records disposition will be Issued as soon as the investigations are completed. 

.02 District Directors will ensure that documents and Information relating to or arlsln 
from information gathering activities (including projects and programs), whether solicited or 
unsolicited, which are not necessary to the administration of the tax laws and do not lndicat 
a violation of a Federal law enforced by another agency will be segregated and placed in a 
separate storage area with access limited to Division Chiefs. To the extent practicable, the 
data should be filed according to taxpayer name. An index of all documents from the dis- 
continued Information Gathering and Retrieval System should be retained. These records may 
be transmitted to the Federal Records Center, or destroyed in accordance with IRM 1(15)59, 
when the Congressional investigations specified in Section 3.01 are concluded. 


.03 Directly tax related documents (defined in Section 4) remaining after the review 
specified in Section 3.02 shall be maintained in accordance with the provisions of these 
guidelines. 


Distribution: 

IRM 1 ( 15 ) 59 , 4100, 4200, 4500, 5100, 5(12)00, 6100, 7100, 9100, 9300, 9400 
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Section 4, Definitions 

,01 The terra "directly tax related information" means only documents, statements, facts 
and testimony which reasonably relate to or aid in determining the correct tax liability of 
the taxpayer. Noncompliance may be indicated by. such information as: 

1 Personal expenditures or Investments not commensurate with known Income and 

assets; 

2 Receipt of unreported income; 

3 Overstatement of Itemized deductions, business expenses, cost of sales, tax 
credits, etc.; 

4 Improper deduction of capital or personal and living expenses; 

5 Failure to file required returns or pay tax due: 

6 Omission of assets or improper deduction or exclusion of items from estate and 
gift tax returns: 

7 Violations of conditions and requirements relating to tax exempt status of 
organizations; 

8 Improper operation of a qualified employee plan and trust; or 

9 Other actions substantially similar to 1-8 above. 

.02 The above factors do not stand alone, but should be considered in light of the 
taxpayer's occupation, prior accumulation of wealth and data shown on tax returns and the 
results of prior examinations or investigations. Prudent judgment must be exercised in 
making the decision whether types of information in 4.011-4.019 are directly tax related. 

.03 Documents and data relating to agents 1 daily activities, time reports and other 
case' management and internal management documents are not considered to be background material 
or taxpayer related information and may be retained for management purposes. 

.04 The following definitions of other terms apply to these guidelines: 

1 A "case" is an accumulation of facts concerning a taxpayer, which are segregated 
and associated with the taxpayer's name and evaluated for potential assignment to an employee 
for appropriate action. 

2 An "assigned case" is a case that has been assigned ^to an employee or group of 
employees for action and that is subject to a requirement for a written report or an entry in 
a log indicating the action taken when the case is completed. 

3 A "case file" is th^. accumulated notes, documentation and information assembled 
as a result of Service inquiries of and about a taxpayer which contains the taxpayer's name 
or identifying number or symbol assigned to the taxpayer. 

4. An "informant's communication" is a communication from anyone outside the 
Service, written or oral, voluntarily submitted to the Service identifying one or more tax- 
payers and providing some information about the taxpayer.*' The informant may be anonymous. 
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5 A "project" is a study, survey or canvassing activity involving a limited number 
of taxpayers within such categories as an occupation, an Industry, a geographic area or those 
involved in a specific economic activity, undertaken to identify noncompliance with the tax 
lavs. 

Sectio n 5. Broad Service Guidelines Governing All Functions (Except Inspection) 

.01 District employees are encouraged to continue to be alert for indications of tax 
noncompliance which come to their attention. Audit, Collection, EP/EO and Intelligence 
employees will report such information as provided in their respective sections of this 
Supplement. All other employees will report such Information via memorandum through channels 
to the Chief, Intelligence Staff at the appropriate Service Center. 

.02 Indications of noncompliance identified by Service Center, Regional and National 
Office employees will be forwarded to the Chief, Intelligence Staff at the appropriate 
Service Center. 

.03 Information received by Service employees, which indicates a violation of a Federal 
law enforced by another agency, will be forwarded through channels to the Director, Intelli- 
gence Division, for forwarding subject to disclosure provisions, to the appropriate agency. 
(Reference IRM 9382.4). 

.04 No employee shall maintain background or historical files on taxpayers except 
where such files are an integral part of the case file pertaining to a currently assigned 
case, unless specifically authorized to gather information as provided in Section 8.03. 

.05 Employees assigned to a project involving information gathering must ensure that 
all information received is included within the project files, 

.06 Employees assigned to projects or individual information gathering may obtain 
information from sources outside the Servir c for purposes of verifying the filing of required 
returns, payment of tax, exempt status, proper reporting of income, deductions or credits, or 
otherwise determining compliance with the tax laws. However, the information obtained must 
be directly tax related and necessary to the administration of the tax laws. (See Sections 
4.01 and 4.02). 

.07 The Information Index System will be used whenever it is necessary to index informa- 
tion. 


.08 Any employee who receives information concerning Service employee misconduct will 
forward the information directly to Inspection. 

.09 Informants* communications will be forwarded to the Chief, Intelligence Division 
for transmittal to the Chief, Intelligence Staff at the appropriate Service Center. The 
informants’ communications will be evaluated by appropriate personnel at the Service Centers. 

.10 Informants* communications concerning violations of other Federal laws will be 
forwarded by the Chief, Intelligence Staff, subject to disclosure provisions, to the appro- 
priate agency. 

.11 Information received which is not directly tax related and does not indicate a 
violation of other Federal laws will be segregated and stored, as provided in Section 3, for 
disposition when instructions are Issued. 
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Sectlon 6. Responsibilities 

.01 Assistant Commissioners will provide for an annual review of each region's informa- 
tion gathering activities as a part of the National Office Review Program (NORP) to ensure 
compliance with Service policy and these guidelines. 

.02 Regional Commissioners will provide for a review of each district's Information 
gathering activities In their semi-annual visitations to the districts to ensure compliance 
with Service policy and these guidelines. 

.03 District Directors are responsible for the approval of all district Information 
gathering projects. While the Chief, Intelligence Division may authorize information 
gathering on specific taxpayers outside the scope of projects as and to the extent provided 
In Section 8.03, the District Director shall provide for quarterly reviews of all Information 
gathering activities on projects and specific taxpayers, to ensure compliance with Service 
policy and these guidelines. 

.04 Each employee is responsible. In the Interest of safeguarding taxpayer privacy, for 
ensuring that Information other than that necessary for the administration or enforcement of 
the tax laws Is not solicited, Indexed or associated with the name or other identifying 
symbol of a taxpayer. (See Section 3.02 for the disposition of any such Information 
described therein as may be or may have been received.) 

Section 7. Initiation of Projects to Determine Taxpayer Compliance 

.01 Projects, as defined in Section 4.045, must be authorized in writing by the Assis- 
tant Connies loner. Regional Commissioner or the District Director. Authority to initiate 
projects may not be redelegated. 

.02 Authorizations for projects must state the purposes and define the scope of the 
project. Project activities may Include obtaining and analyzing data from sources outside 
the Service, but only information meeting the requirement of Section 4 may be sought, 
obtained, Indexed and analyzed. Authorizations must also specify the estimated life of the 
project and specifically state what type of information is to be Indexed. 

Section 8. Intelligence Division Procedures 


.01 The Intelligence Information Gathering and Retrieval System (IRM 9390) is dis- 
continued. All districts will utilize the Information Index System, which will be described 
in a separate Manual Transmittal, to file and index directly tax related Information. Such 
tax related information now in the discontinued Information Gathering and Retrieval System 
may be retained in district flies and indexed only If it relates to a taxpayer Included In 
an authorized project or for whom the Chief, Intelligence Division, has authorized 
Information gathering. 

.02 Where authorized by an Assistant Commissioner, a Regional Comal ss loner , or a 
District Director, projects, as defined In Section 4.045, m<ty be initiated for the purpose 
of identifying taxpayers Involved in tax evasion or other criminal violations of the Internal 
Revenue Code. The authorization for a project may Identify one or more taxpayers at the 
outset for information gathering activity and additional taxpayers may be identified as the 
project progresses* Immediately upon termination of the Information gathering phase of the 
project any Information not associated with the case file of a taxpayer must be removed from 
the Information Index System and destroyed unless it relates to a taxpayer for whom informa- 
tion gathering has been specifically authorized by the Chief as provided in Section 8.03. 
(Note, however, that Section 3.01 prohibits destruction pending the completion of certain 
inquiries. Information removed will be stored in the district until this suspension Is 
released.) 
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.03 In addition to project Information gathering, the Chief, Intelligence Division, may 
authorise individual employees to obtain information on a specific taxpayer who is or appears 
to be involved in activities which have tax significance for purposes of making a decision as 
to whether or not to initiate an investigation. This authority may not be redelegated. The 
Chief's authorization must be made in advance of the information gathering activity. Only 
inforvmtion or data directly related to administration of the tax laws which the Service is 
authorised and directed to enforce will be solicited or indexed, as specified in Sections 4.01 
and 4.02. The Chief, Intelligence Division, may authorize only information gathering activi- 
ties which relate to a taxpayer of Interest to that district. The district's Interest may be 
the result of the taxpayer filing returns in the district, residing in the district or having 
a principal business or other economic activity in the district. In the event the interest of 
another district becomes apparent, the Chief will coordinate with the other district or 
districts to establish which district has the principal Interest. That district will, there- 
after, control Information gathered and coordinate information gathering activity relating to 
that taxpayer. 

.04 When the Chief, Intelligence Division, approves the gathering of Information re- 
lative to a specific taxpayer (described In Section 8.03) the Information Index System will 
be used to Index the information. The authorization of the Chief must be in writing and must 
specify the known or assumed Identity of the taxpayer and the reason Information gathering 
has been authorized. The written authorization will be Indexed. 

.05 Information gathered pursuant to Section 8.03 will be maintained at the location 
specified by the Chief, Intelligence Division. The information may be maintained in the 
custody of the employee authorized to gather the information. The employee will be respon- 
sible for preparing the necessary forms to enter the authorization and each item of 
information gathered in the index. 


.06 The Chief, Intelligence Division or Assistant Chief will conduct quarterly reviews 
of samples of information gathered and entered into the Information Index System to ensure v 
that only directly tax related information is being retained and Indexed and that information 
no longer needed by the Service is being removed from the Information Index System to be 
destroyed or retired to the Federal Records Centers. A written record of the quarterly 
reviews will be submitted to the District Director who will review them. 

.07 Information obtained during the course of an assigned project or investigation 
indicating a violation of a Federal law enforced by another agency will be forwarded to the 

Director^ Intelligence Division for transmittal to the appropriate agency in accordance with 

the disclosure provisions (Reference IRM 9382.4) and the Privacy Act when effective. 

•08 Information In the Information Index System may not be retained In the System for a 
period longer than six years except that, with the approval of the Chief, Intelligence 

Division, specific information may be retained for a longer period if it has continuing 

material significance to a taxpayer's tax affairs. Information in the System will be removed 
and associated with the taxpayer's case file when a case is assigned. All other information 
removed from the System will either be destroyed, or retired to the Federal Records Center, 
in accordance with the provisions of IRM 1(15)59, Records Control Schedule 207, Intelligence- 
Regional and District offices when the restrictions in Section 3 have been rescinded. 

.09 Intelligence employees who learn of indications of tax noncompliance will report 
information on Form 3949 or, if authorization to gather information la being requested, by 
memorandum, through appropriate management channels, to the Chief, Intelligence Division. 

.10 Special Enforcement files are eliminated. The National Register is discontinued 
and Forms 4860, National Register Input Form,. will no longer be prepared. 
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Section 9. Audit Division Procedures 



.01 All Audit employees will be alert for Indications of noncompliance with the tax 
laws. They will continue to seek facts and evidence necessary to resolve Issues in assigned 
cases and projects; however, care must be taken to ensure that only directly tax related 
information Is sought. Employees will not maintain any individual files or background 
Information on taxpayers other than project files which they have been specifically 
authorized to maintain by the District Director. 

.02 If potential fraud is discovered relating to a taxpayer upon whom the employee 
has an assigned case, the matter will be referred to the Chief, Intelligence Division on 
Form 2797, Referral Report. 

.03 All other information received which may Involve potential fraud and all inform- 
ants f communications received by Audit employees will be recorded on Form 3949 and forwarded 
through channels to the Chief, Intelligence Division. All other directly tax related 
information received by Audit employees will be forwarded with Form 4298, Audit Requisition 
and Information Report, to the Returns Program Manager for processing. Croup Managers will 
ensure that only directly tax related information is forwarded. Information Indicating a 
violation of a Federal law enforced by another agency will be forwarded through channels to 
the Director, Intelligence Division for transmittal to the appropriate agency subject to 
disclosure provisions. 

.04 All Forms 4298 not selected by the RPM will be batched and sent to the Service _ 

Center Files Management Unit for association with the returns. All Forms 4298 selected by 
the RPM will be handled as provided in IRM 4175 and will remain with the tax return upon 
disposition by Audit. 

.05 Information received Indicating noncompliance by a large number of taxpayers 
should be forwarded through channels to the Chief, Audit Division, and as appropriate, to 
the District Director, the Assistant Regional Commissioner (Audit) or Director, Audit 
Division, for consideration and appropriate action. 

.06 Joint Compliance, Coordinated Compliance and similar programs will continue. 
Projects now in progress will be completed and new projects may be initiated if approved by 
Assistant Commissioners, Regional Commissioners or the District Director. The provisions 
of this Supplement do not change program reporting requirements cn retention or indexing of 
information. Care should be exercised to ensure that only directly tax related information 
is sought. 

.07 Information necessary for the determination of comparable sales prices, appro- 
priate intercompany pricing practices, allocation of income and expenses, useful life of 
assets and similar data necessary to sustain Service positions on valuation and costs 
allocation matters may be obtained and retained for use as reference material. Such material 
is to be used by examiners in arriving at timely, fair and reasonable determinations and is 
not to be indexed and associated with the name or other identifying symbol of a taxpayer. 

.08 The historical files used in the Large Case Program are considered a part of the 
case file. 

Section 10. Collection Procedures 

.01 The Collection function will continue on-going activities in the Returns Compli- 
ance Program area. New programs initiated at the National, regional or local levels will 
require the approval of the Assistant Commissioner, Regional Commissioner or District 
Director, respectively. Returns Compliance Programs may involve obtaining lists of tax- 
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payers' names and addresses and other general information which Identifies groups of tax- 
payers who are probably required to file particular tax returns. Other types of'Returns 
Compliance Programs may Involve direct contact with individual taxpayers to assure compliance 
with specific filing requirements. Employees will not maintain any individual files or back- 
ground Information on taxpayers. 

.02 Only directly tax related Information will be obtained in the Returns Compliance 
Program. 

.03 Information gathered for the purpose of generating Returns Compliance Program leads 
is normally retained for a relatively brief period until this purpose has been accomplished! 
and then destroyed as soon as permitted under Section 3.02. 

.04 Returns Compliance leads assigned for field follow up will be considered as 
"assigned cases" and, as such, come under the exclusions in Section 1.02. 

.05 Collection employees who learn of indication of tax noncompliance will report the 
information to Audit or EP/E0 on Form 3449, Referral Report. If potential fraud Is Indi- 
cated, the Information will be reported to Intelligence on Form 3949, Intelligence Informa- 
tion Item, unless the referral resulted from an assigned case where Form 3212, Referral 
Report, will be used. Information alleging other offenses against the United States will be 
forwarded through channels to the Director, Intelligence Division. 

.06 Actions that are deemed necessary to verify the current compliance of previously 
delinquent taxpayers or taxpayers for whom the Service believes such verification Is neces- 
s a ry i - wl ll-be considered delinquency prevention actions. Such actions will be considered 
assigned cases and will be documented as outlined In 4.042. 

Section 11. Employee Plans and Exempt Organizations Procedures 

.01 All EP/EO employees will be alert for Indications of noncompliance with the tax 
laws. They will continue to seek facts and evidence necessary to resolve Issues in assigned 
cases and projects; however, care must be taken to ensure that only directly related infor- 
mation is sought. Employees will not maintain any files or background Information on tax- 
payers or organizations. 

.02 If potential fraud Is discovered relating to a taxpayer upon whom the employee has 
an assigned case, the matter will be referred to the Chief, Intelligence Division, on Form 
2797, Referral Report. 

•03 All other information received which may Involve potential fraud and all inform- 
ants' communications received by EP/EO employees will be recorded on Form 3949 and forwarded 
through channels to the Chief, Intelligence Division. All other directly tax related infor- 
mation received by EP/EO employees will be forwarded with Form 4298 to the Chief, EP/EO 
Division, for processing. Group Managers will ensure that only directly tax related infor- 
mation Is forwarded. Any information alleging other offenses against the United States will 
be forwarded through channels to the Director, Intelligence Division for appropriate disposi- 
tion pursuant to Section 5. 

.04 The Chief, EP/EO Division, or an appropriate designee, will promptly screen all 
Forms 3949 and 4298 received. Forms 4298 not involving exempt organizations, exempt status 
of an organization or employee plans will be forwarded to the Returns Program Manager, Audit 
Division, for the district office servicing the principal place of business of the taxpayer. 
If it Is determined an exempt organization or employee plan return is to be secured, the 
return will be requested from the service center and the information associated with the 
return. If the return does not warrant selection for examination because of prior 
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year returns, workload capacity or other factors, the Form 4298 and return will be sent back 
to the service center. However, if the Information relates to a taxable period for which no 
return is due or one for which the organization does not have to file a return, such Form 
4298 will be placed in a suspense file until the return is filed and secured, or until the 
accumulated information warrants compliance action. Any Instances of apparent failure to 
file will be referred to the Collection function. 

.05 Projects as defined in Section 4.045 may be initiated when authorized by an 
Assistant Commissioner, the Regional Commissioner or by the key District Director. Care 
should be exercised to ensure that only directly tax related information is sought. 

.06 Reports, comments or exchanged Information required under the Employee Retirement 
Income Security Act of 1974 (Public Law 93-406) are not considered informants' communications. 

.07 The historical files used in National Office Controlled cases in the Exempt Organiz- 
ation Program are considered a part of the case file. Similarly, the administrative files of 
employee plans and exempt organizations which contain information, such as application for 
recognition of exempt status, determination letters issued and workpapers from prior examina- 
tions, are considered as part of the case file. 

Section 12. Effect on Other Documents 

.01 This supersedes Manual Supplement 91RDD-7, CR 41RDD-18, 51RDD-20 and 71RDD-1, dated 
January 31, 1975 and Manual Supplement 93G-148, CR 42G-323, 45G-223, 5(12)G-22 and 71G-3, 
dated February 20, 1975 and Amendment 1 thereto. Annotations made at IRM 42(14)0, 4568, 
5(12)40, 9311, 9330 and 9390 referring to Manual Supplement 93G-148, CR 42G-323, 45G-223, 
5(12)G-22 and 71G-3 should be removed. 

.02 This amends and supplements IRM 4175, 42(14)0, 4568, 4569, 5(12)40, 6100 (to be 
Issued), 7100 (to be issued), 9311, 9330, and 9413. This "effect" should be annotated by pen 
and ink beside the text cited with a reference to this Supplement. 

.03 This supersedes IRM 9390 which will be revised and reissued as soon as possible. 

C-. 

Commis ss loner 


Attachment 
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Attachment to MS 93G-152, CR 1(15)C-91, 41G-105, 420-328, 450-231, 51G-118, 5(12)0-25, 
610-3, 710-9, 91G-33 and 940-57 



P-1-1 (Approved 6-23-75) ~ The missibn of the Service Is to encourage and 

achieve the highest possible degree of voluntary 
Mission of the compliance with the tax laws and regulations and 

Service to conduct lcself so as to warrant the highest 

degree of public confidence In its integrity and 
efficiency. The Service should advise the public 
of its rights and responsibilities , determine the 
extent of compliance and the causes of noncoupllance, 
and do all things needed for proper administration 
and enforcement of the tax laws. 


Programs and 
facilities to be 
established to 
accomplish Service 
mission 


In order to fulfill this mission, the Service 
must establish programs and facilities for receiving 
and processing returns, for collecting all taxes due, 
for auditing, for detecting fraud and delinquency, 
for hearing and adjudicating appeals, for providing 
taxpayer assistance and information, for recruiting 
persons with a professional outlook and maximizing 
their ability to perform through training In both 
the ethical and professional aspects of their jobs, 
for developing evaluation methods designed to measure 
these aspects, for the uniform Interpretation and 
application of the tax laws, for the preparation of 
regulations and tax guide materials, for clarification 
and simplification of tax rules, for maintaining the 
Integrity of the Service and its efficient operation, 
and for performing such other duties as may be 
required by laws and regulations. 


Taxpayer privacy 
will be safeguarded 
in the acquisition 
and use of 
information 


Since compliance with Internal Revenue laws 
cannot be determined solely with reference to informa- 
tion on returns and documents filed with the Service, 
the Service will obtain information from outside 
sources. However, only Information necessary for 
the enforcement and administration of the tax laws 
which the Service Is authorized and directed to 
enforce will be sought. To safeguard taxpayer 
privacy, any Information received by the Service, 
other than that described in this paragraph, will 
not be Indexed or associated with the name or identi- 
fying symbol of a taxpayer. No disclosure'of informa- 
tion will be made except as provided by lav. 


Approved byt m 


Date: 


Commissioner 
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Part B.- Letter of September 16, 1975, from IRS to committee 
relating to confidentiality of tax returns. 

Department of the Treasury / Internal Revenue Service / Washington, D.C^ 20224 


Commissioner 


SEP 151075 


Mr. A. Searle Field, Staff Director 
Select Committee on Intelligence 
U.S. House of Representatives 
Washington, D. C. 20515 

Dear Mr. Field: 

I have your letter of August 26, 1975, asking for my 
recommendations for amendments to the Internal Revenue 
Code governing the confidentiality of tax returns. 

In 1974, an Administration proposal on the confiden- 
tiality of tax information was introduced as H.R. 17285 
and S. 4116. I am enclosing a xerox copy of S. 4116, 
together with a copy of the narrative explanation of the 
proposal which was printed in the Congressional Record 
for October 10, 1974. This proposal is now in the process 
of revision to reflect application of the Privacy Act of 
1974 and to effect certain other changes. In the meantime, 
I think that S. 4116 is a good place to start in consid- 
ering the vital problem of the proper degree of confiden- 
tiality of tax returns and equally--if not more--sensitive 
material in the possession of the Internal Revenue Service 
relating to taxpayers 1 tax affairs. While judgments can 
and do differ on the degree to which tax information prop- 
erly should be disclosed under different circumstances , 
this proposal in the 93rd Congress would have achieved 
one goal which I have long advocated, which is that tax 
returns and tax return information should i>e confidential 
except as otherwise clearly provided by statute. Another 
feature of this proposal which is, in ray opinion, of 
primary significance is that the confidentiality safeguards 
and standards to be provided by statute would have applied, 
not just to the tax return itself, but to all information 


in the Service's possession relating to a taxpayer's past, 
present, or future liability for any tax imposed by Title 
26. This broad coverage is essential to any statutory 
scheme to provide assurance to the American taxpayer that 
all of his tax affairs remain confidential except to the 
extent that Congress determines that disclosure is in the 
best interests of sound government. 

If I can be of further assistance to you or to the 
Committee, please let me know. 

With kind regards, 



Enclosures 

(NOTE.— The materials transmitted with this letter are in the com- 
mittee filesj 
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Part C.— Data provided by IRS relating to tax returns. 


Muabcr of Return* Furnished to the White Bouse 


Period 

President 

Number of 
Requests 

s 

Number of 
Taxpayers Involved 

1963-1968 

Kr. Johnson 

0 

0 

1969-1970 

Hr. Nixon 

13 

19 

1971-to date 

Mr. Nixon 

0 

0 


Hr. Ford 

0 

0 


\J The table lists requests that were documented in IRS files. 

Thare has been testimony in executive session before 
the Senate Select Committee on Presidential Campaign Activities 
that oral requests to Inspect income tax returns or related in- 
vestigative files were improperly honored by a former Assistant 
Commissioner (Inspection); however, we are unable to determine the 
exact dates or the number of taxpayers Involved in such requests. 

Our current procedures (attached) instruct Service employees that 
all White House requests for tax returns or tax return information 
will be evaluated by the Commissioner. Only the Commissioner, or, 
in his absence, the Deputy Commissioner, will make tax returns or 
tax information available to members of the White House Office. 
Also, President Ford has issued Executive Order 11805 (also 
attached) which provides that returns shall be delivered to or made 
available for inspection by the President only upon written request 
signed by the President personally. 
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INFORMATION Number 74-23 

NOTICE August 9, 1974 

U.S. Treasury Department Internal Revenue Service 

Disclosure of Tax Returns and Tax Information 
to Members of the White House Staff 


This 1 8 to inform Service employees of the procedures which 
should be followed with respect to requests for tax returns and 
tax information from members of the White House Office. The 
White House Office comprises the officers and employees of the 
staff of the President required in the performance of the detailed 
activities incident to his immediate office. Any officer or 
employee of the Internal Revenue Service who receives a request 
for tax returns or tax information from a member of the White House 
Office shall promptly communicate the. contents of the request to 
the Commissioner through the head of the office In which he serves. 

The Commissioner will evaluate the request and will ask the Assistant 
Commissioner (Compliance) to prepare whatever reports may be _ 

necessary in the same manner as provided by sections (18) 30 (l)(b) 
and (3) of IRM 1272, Disclosure of Official Information Handbook. 

Only the Commissioner, or in the absence of the Commissioner, the 
Deputy Commissioner, will make the report, the tax returns, or 
tax information available to the members of the White House Office. 
These procedures will be made a part of the Disclosure of Official 
Information Handbook, IRK 1272. The institution of these procedures is 
Intended to Include the Special Tax Check Report Program established 
by Chapter (19)00 of IRM 1272, Disclosure of Official Information 
Handbook, IRM 1272, the Information submitted pursuant to a report 
under this Program should be limited to whether an individual has 
filed Income tax returns with respect to the immediately preceedlng 
three years, has failed to pay any tax within 10 days after notice 
and demand, has been under any criminal tax investigation and the 
result of such investigation, or has been assessed a civil penalty 
for fraud or negligence. 


/s/Donald C. Alexander 
Commissioner 
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Inspection of Returns by Other Federal Agencies 
(05) 56 

Inspection of Returns by the President and 
White House Employees 

(1) Executive Order 11805 dated September 20, 
1974 provides that returns shall be delivered to 
or made available for Inspection by the Presi- 
dent only upon written request signed by the 
President personally. All such requests will 

be handled in the National Office. 

(2) The request, signed by the President 
personally, shall be addressed to the Secre- 
tary of the Treasury or his delegate and shall 
state: 


(a) the name and address of the taxpayer 
whose return is to be Inspected 9 

(b) the kind of return or returns to be 
inspected, 

(c) the taxable period or periods 
covered by such return or returns, and 

(d) the name of any employee or employees 
of the White House Office who are authorized on 
behalf of the President to receive any such return 
or make such inspection. No disclosure of returns 
or data therefrom shall be made by such employees 
except to the President without the written 
direction of the President. 

(3) Any officer or employee of the Internal 
Revenue Service who receives a request for tax 
returns or tax information from a member of the 
White House Office shall promptly communicate the 
contents of the request to the Commissioner 
through the head of the office in which he serves. 
Only the Commissioner, or, in the absence of the 
Commissioner , the Deputy Commissioner, will make 
reports, tax returns, or tax information available 
to the White House Office. The White House Office 
comprises the offlcersand employees of the staff 
of the President required in the performance of the 
detailed activities Incident to his immediate 
office. 


THE PRESIDENT 

EXECUTIVE ORDER 11805 

Inspection by President and Certain Designated Employees of the 
’ "White House Office of Tax Returns Made Under the Internal 
^ Revenue Code of 1954 

By virtue of the authority vested in me as President of the United 
States, and in the interest of protecting the right of taxpayers to privacy 
and confidentiality regarding their tax affairs consistent with proper 
internal management of the Government, and in the further interest of 
maintaining the integrity of the self-assessment system of Federal taxation, 
it is hereby ordered that any return, as defined in Section 301.6103(a)-l 
of the Treasury Regulations on Procedure and Administration (26 CFR 
Part 301) as amended from time to time, made by a taxpayer in respect 
of any tax described in Section 301.6103(a)-l(a) (2) of such regula- 
tions shall be delivered to or open to inspection by the President only 
upon written request signed by the President personally. 

Any such request for delivery or inspection shall be addressed to the > 
Secretary of the Treasury or his delegate and shall state 5 s (i) the name " 

. and address of the taxpayer whose return is tojte inspected, (ii) the kind 
of return or returns which are to be inspected, and fill) the taxable period 
or periods covered by such return or returns.' ; 

In any such request for delivery or inspection, the President may 
designate by name an employee or employees of the White House Office 
who are authorized on behalf of the President to receive any such return 
or make such inspection, provided that the President will not so designate 
an employee unless such employee is the holder of a Presidential com- “• 
mission whose annual rate of basic pay equals or exceeds the annual rate 
of basic pay prescribed by 5 U.S.C. 5316. No disclosure of such return, 
or any data contained therein or derived therefrom shall be made by such 
employee except to the “President, without the written direction of the 
President. 

All persons obtaining access to such return, or any data contained 
therein or derived therefrom shall in all respects be subject to the pro- 
visions of 26 U.S.C. 6103, as amended. 

The White House, 

September 20, 1974. 

[FR Doc.74-22293 Filed 9-20-74;4:42 pm] 
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Requests for Ipcome Tax Returns by the 
Central Intelligence Agency 


» 


A search of Internal Revenue Service flies has revealed three 
requests from the CIA for tax returns or tax Information. 

The files contain a proper vrltten request made In 1950 for tax 
returns; hovever, they do not contain a copy of the response and ve 
can only assume that disclosure was granted. 

The files also contain' an Internal memorandum vrltten In 1962 
vhlch authorizes IRS officials to permit disclosure of tax Information 
to CIA representatives concerning an organization but ve have not 
located either a request or a response relating to this memorandum. 

The third case Involved an Inquiry from the Department of the 
Treasury In 1966 on behalf of the CIA for Information regarding a 
taxpayer. The Department of the Treasury vas advised and limited 
tax Information vas given. We do not knov vhat Information may have 
been passed on to CIA by Treasury. 

There have been allegations of unauthorized disclosures to the 
CIA. Our Inspection Service Is currently conducting an Investigation 
of these alleged disclosures. 
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Requests for Inspection of Income Tax Returns by 
Congressional Committees . 

Pursuant to 26 CFR 301.7103(a)-101±' 



K 


89th CONGRESS (1965-1966) 

Authorizing 

» Executive No. of 

UNITED STATES SENATE Order Requests 


Committee on Rules and Administration 11192 3 

Committee on Government Operations 11194 9 

HOUSE OF REPRESENTATIVES 

Committee on Government Operations 11201 1 

Committee on Public Works 11204 0 

Committee on Un-American Activities 11217 3 

» • 

# 

Committee on Banking and Currency 11235 0^ 

TOTALS 16 


90th CONGRESS (1967-1968) 

Authorizing 


Executive No. of 

UNITED STATES SENATE Order Requests 

Committee on Government Operations 11337 8 

Select Committee on Standards and 
Conduct 11383 1 

HOUSE OP REPRESENTATIVES 

Committee on Government Operations 11332 1 

Committee on Un-American Activities 11358 2 

s 

Committee on Public Works 11370 0 


No. of 
Taxpayers 

9 

118 


5 

0 

131 



263 


No. of 
Taxpayers 

49 

5 


29 

14 

0 


TOTALS 


12 97 


— No record is maintained of returns furnished to the tax-vriting committees 
of Congress (Senate Finance Committee, House Ways and Means Committee, Joint 
Committee Internal Revenue Taxation) pursuant to section 6103(d) of the 
Internal Revenue Code. 



91st CONGRESS (1969-1970) 


UNITED STATES SENATE 


Authorizing 

Executive 

Order 


No. of No. of 

Requests Taxpayers 



Committee on Government Operations 
Committee on the Judiciary 


11454 

11505 


12 112 
0 0 


HOUSE OF REPRESENTATIVES 

Committee on Government Operations 11457 

Committee* on Public Works 11461 

Committee on Internal Security 11465 

Select Committee on Crime 11483 

Committee on the Judiciary 11535 

TOTALS 


0 0 


0 0 

2 43 


1 8 

2 6 

17 169 


' 

92nd CONGRESS 

(1971-1972) 



UNITED STATES SENATE 

Authorizing 

Executive 

Order 

No. of 
Requests 

No. of 
-Taxpayers 

Committee on 

Government Operations 

11584 

10 

152 

Committee on 

Commerce 

11624 

3 

139 


HOUSE OF REPRESENTATIVES 

Committee on Internal Security 11611 
Committee on Public Works 11631 
Committee on Government Operations 11655 
Select Committee on Crime 11656 




1 

0 

1 

2 

17 


8 

0 

1 

60 

360 


TOTALS 



93rd CONGRESS (1973-1974) 


UNITED STATES SENATE 

Authorizing 

Executive 

Order 

No. of 
Requests 

_ ,No. of 
Taxpayers 

Committee on Government Operations 

11711 

2 

8 

Consult tee on Commerce 

11720 

0 

0 

HOUSE OF REPRESENTATIVES 

Committee on the Judiciary 

11786* 

0 

0 

Committee on Public Works 

11719 

0 

0 

Committee on Internal Security 

11722 

0 

0 

TOTALS 


2 

8 

* Executive Order 11786 permitted 

only release of President Nixon 1 

s returns. 


Mo request was received. 


94th CONGRESS (To Sept. 3. 1975) 




Authorizing 




Executive 

No. of 

No. of 

UNITED STATES SENATE 

Order 

Requests 

Taxpayers 

Committee on Government Operations 

11859 

0 

0 
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Request for Tax Returns by the 
Federal Bureau of Investigation 


Regulations under 26 CFR 301.6103(a) 1(f) provide that requests for 
copies of income tax returns oust be signed .by the head of the agency. 
Since the Federal Bureau of Investigation is not an independent agency, 
but is a bureau within the Department of Justice, the Director of the 
Federal Bureau of Investigation does not have authority to request 
copies of tax returns. Any copies for their use must be requested by 
the Attorney General, Deputy Attorney General, or an Assistant Attorney 
General (see table below). Hence, IRS has not officially provided any 
tax returns directly to the FBI. However, at the request of the Select 
Committee to study Governmental Operations with respect to Intelligence 
. Activities (Frank Church, Chairman), our Inspection Service is currently 
investigating the possible unauthorized disclosure of tax Information to 
the FBI. 


Requests for Returns or Tax Information 
by the Department of Justice 


DEPARTMENT OF JUSTICE (Except u.S. Attorneys) 


Calendar Year 

* 

No. of 
Requests 

No. of 
Taxpayers 

No. of 
Returns 

1966 


137 

405 

1,221 

1967 


161 

473 

2,573 

1968 


163 

1,669 

2,823 

1969 

- 

.143 

2,599 

12,132 

1970 


238 

4,204 

18,179 

1971 


351 

4,221 

12,407 

1972 


493 

6,553 

20,214 

1973 


376 

5,043 

18,856 

1974 


384 

3,228 

10,446 
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Returns Inspected by U.S. Attorneys 


Prior to May 1970, records vere not required to be maintained by 
district offices on U.S. Attorney requests which vere made directly 
to those offices. Therefore, statistics are not available for those 
years fexcept for the year 1967, when a special study was made. From 
May 1970 until March 1973 the field offices reported the number of 
returns furnished. Beginning in March 1973 the regulations were 
amended to provide that all requests be sent to the National Office. 
Complete statistics are now being maintained. The following chart 
shows the Information available: 


Year 

Number of 
Requests 

Number of 
Taxpayers 

Number o 
Returns 

1967 

627 

1,029 

3,758 

1970 (8 months) 



2,755 

1971 



4,498 

1972 



5,711 

1973 



9,839 

1974 

1,594 

4,448 

18,062 
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The tables which follow show tax returns requested under 26 CFR 
301, 6103 (a)-l by all Federal agencies for the years 1966 through 1974. No 
returns were requested by the Federal Housing Administration or the Federal 
Communications Commission, and that during that nine-year period, the Civil 
Service Consnlsslon made only five requests Involving 89 taxpayers and 211 
returns, the last request being in 1968. The Veterans Administration made 
only 16 requests involving 17 taxpayers and 63 returns, during the years 
1966 through 1973. 

The Civil Service Commission does make a filing record check on pro- 
spective government employees. This, however, consists only of a deter- 
mination as to whether income tax returns were filed, which Is public 
information under Section 6103(f) of the Internal Revenue Code. Some 
Federal agencies ask for tax checks on prospective employees or high level 
employees. A tax check report consists only of a brief statement from IRS 
as to (1) whether tax returns were filed for three years (but no filing 
dates), (2) whether there are any unpaid taxes, and, if so, for what years 
(but no amounts), (3) whethe r the in dividual is being investigated for a 
criminal tax violation and the result of such investigations (but no details), 
and (4) whether any penalties for fraud or negligence were assessed (again, 
no amounts are given). Copies of returns are not furnished. 

During calendar years 1972, 1973, and 1974, the following number of 
tax checks were requested: 



1972 

1973 

1974 

White House 

915 

1,081 

1,045 

Department of Justice 

772 

999 

835 

Department of Treasury 

393 

397 

775 

Department of Commerce 

114 

121 

106 

Department of State 

105 

113 

148 

Export-Import Bank 

9 

14 

15 

United States Information Agency 

0 

38 

9 

TOTAL 

2,308 

2,763 

2,933 


In addition to the charts showing copies of returns requested by Federal 
agencies under 26 CFR 301.6103(a)-!, information furnished by tapes, micro- 
film, abstracts, etc., to those Federal agencies which have Executive Orders 
authorizing them to receive such information is provided for the years 1973 
and 1974. 



FEDERAL AGENCY REQUESTS FOR TAX INFORMATION 
CY 74 


Income Tax Information Requested by Federal Agencies 
Which was Authorized Under 26 CFR 301.6103(a) -1 



No. of 

No. of 

No. of 

Federal Agency 

Requests 

Taxpayers 

Returns 

Department of Agriculture 

4 

14 

48 

Bureau of Alcohol, Tobacco 
and Firearms 

1 

2 

2 

Department of Commerce 

2 

7 

13 

Comptroller of the 
Currency 

1 

2 

2 

U. S. Customs Service 

1 

3 

12 

Federal Deposit Insurance 

2 

14 

16 

Corporation 

.• 


. 

Federal Home Loan Bank Board 

5 

50 

178 

Comptroller General (GAO) * 

■ ■ 3'' 

. 

1,406 

1>406 * 

interstate Commerce 

2 

9 

45 

Commission 




' * 

Department of Justice 

(other than U.S. Attorneys) 

384 

3,228 

10,446 

United States Attorneys 

1,594 

4,448 

18,062 

Department of Labor 

1 

2 

6 

Securities and Exchange 
Commission 

19 

95 

. 

389 

Renegotiation Board 

- 1 

11* 

21 

TOTALS 

2,020 

9,291 

30,646 

* Returns of 710 taxpayers were 

not furnished but selected 


information was extracted from the returns by IRS and 
furnished to GAO. 
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RETURNS OK TAX INFORMATION REQUESTED BY FEDERAL AGENCIES 
WHICH HAS AUTHORIZED UNDER 26 CFR 301.6103(a)-! 


CALENDAR YEAR 1973 



o 

o 

►91 

No. of 

No. of 

Federal Anency 

Requests 

\ 

Taxpayers 

Returns 

Bureau of Alcohol, Tobacco 
and Firearms 

3 

7 

20 

U. S. Customs Service 

3 

503 

2,609 

Comptroller of the Currency 

1 

2 

10 

Civil Aeronautics BoarZ 

3 

72 

138 

Department of Agriculture 

3 

11 

30 

Department of Justice 

(other than U.S. Attorneys) 

376 

5,043 

18,856 

U. S. Attorneys 

* 

a 

9,839 

Department of Transportation 

1 

3 

3 

Federal Deposit Insurance Corp. 

5 

125 

477 

Federal Hone Loan Bank Board 

4 

27 

149 

Federal Trade Commission 

1 

2 

12 

Interstate Commerce CocrJlsslon 

2 

8 

8 

Renegotiation Board 

4 

93 

93 

Securities A Exchange Commission 

17 

142 

487 

Small Business Administration 

1 

1 

3 

Us S . Postal Service 

2 

4 

13 

Veterans Administration 

2 

2 

7 

TOTAL 

428 

6,045 

32,754 


* Prior to March 1973 requests fron U. S. Attorneys were sent directly to IRS 
field offices, and the only statistics available are for nusber of returns 
furnished. However,- during the period July 1- December 31, 1973, U. S. 
Attorneys made 69? .-..-uects involving 1,580 taxpayers and 5,310 returns. 
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RETURNS OR TAX INFORMATION REQUESTED BY FEDERAL AGENCIES 


WHICH WAS AUTHORIZED UNDER 26 CFR 

301 .6103(a) -1 


CALENDAR 

VEAR 1972 

\ 


Federal Agency 

No. of 
Requests 

No. of 
Taxpayers 

No. of 
Returns 

Atomic Energy Commission 

2 

4 

44 

Bureau of Customs 

4 

1,070 

3,210 

Comptroller of the Currency 

3 

4 

28 

Bureau of Alcohol, Tobacco and 
Firearms 

4 

17 

45 

Department of Agriculture 

2 

5 

9 

Department of Defense 

1 

11 

44 

Department of Justice 
(Except U.S. Attorneys) 

405 

, 5,037 

15,652 

Federal Deposit Insurance Corp. 

5 

6 

17 

Federal Home Loan Bank Board 

16 

164 

610 

Federal Trade Commission 

2 

2 

6 

National Labor Relations Board 

2 

11 

26 

Renegotiation Board 

5 

•118 

190 

Securities & Exchange Commission 

23 

76 

241 

Small Business Administration 

15 

18 

32 

Tennessee Valley Authority 

1 

1 

6 

U* S. Postal Service 

1 

7 

42 

Veterans Administration _ 

2 

2 

12 


6,553 20,214 


TOTALS 


493 


RETURNS OR TAX INFORMATION REQUESTED BY FEDERAL ACENC1ES 
WHICH WAS AUTHORIZED UNDER 26 CFR 301.6103(a)-! 


CALENDAR YEAR 1971 


Federal Agency 

No. of 
Requests 

No. of 
Taxpayers 

No. of 
Returns 

Comptroller of the Currency 

3 

9 

40 

Department of Agriculture 

3 

19 

53 

Department of Commerce 

6 

11 

66 

Department of Defense 

3 

3 

17 

Department of Health, Education 
and Welfare 

2 

58 

58 

Department of Justice 

(Except of U. S. Attorneys) 

351 

4,221 

12,407 

Department of Labor 

2 

1,103 

6,609 

Federal Communications Commission 

1 

3 

12 

Federal Deposit Insurance Corporation 

7 

13 

45 

Federal Home Loan Bank Board 

5 

12 

41 

Federal Trade Commission 

2 

4 

11 

Interstate Commerce Commission 

1 

' 16 

32 

Renegotiation Board 

3 

127 

266 

Securities and Exchange Commission 

14 

128 

334 

Small Business Administration 

11 

16 

31 

Tennessee Valley Authority 

1 

1 

10 

Veterans Administration 

1 

1 

6 



TOTAL 


416 


5,745 


20*038 
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RETURN'S OR TAX INFORMATION REQUESTED BY FEDERAL AGENCIES 
WHICH WAS AUTHORIZED UNDER 26-CFR 301. 6103(a).-! 

CALENDAR YEAR 1970 


Federal Agency 

No. of 
Requests 

No. of 
Taxpayers 

No, of 
Returns 

Department of Agriculture 

1 

9 

18 

Comptroller of the Currency 

1 

6 

24 

Department of Defense 

2 

2 

9 

Department of Justice 
(Except U.S. Attorneys) 

238 

4,204 

18,179 

U.S. Attorneys 
. (National Office only) 

2 

2. 

2 

Department of Labor 

3 

3 

9 

Federal Communications Commission 

1 

• 3 

18 

Federal Deposit Insurance Corp. 

3 

8 

24 

Federal Home Loan Bank Board 

3 

22 

64 

Federal Trade Commission 

1 

1 

1 

National Labor Relations Board 

1 

2 

12 

Post Office Department 

1 

1 

12 

Renegotiation Board 

6 

172 

379 

Securities and Exchange 
Commission 

18 

110 

263 

Small Business Administration 

19 

22 

59 

Tennessee Valley Authority 

1 

3 

15 

Veterans Administration 

1 

1 

3 

TOTAL 

302 

4,572 

19,091 
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RETURNS OR TAX INFORMATION REQUESTED BY FEDERAL AGENCIES 
WHICH WAS AUTHORIZED UNDER 26 CFR 301.6103(a)-! 


CALENDAR YEAR 1969 



No. of 

No. of 

No. of 

Federal Agency 

Requests 


Returns 

Department of Agriculture 

7 

613 

4,811 

. Department of Army 

1 

11 

66 

Department of Commerce 

1 

1 

4 

Department of Health, Education 
and Welfare 

3 

5 

14 

Department of Justice 

- 143 

2,599 

12,132 

Department of Labor 

6 

. 31 

81 

Federal Deposit Insurance Corp. 

11 

28 

105 

Federal Home Loan Bank Board 

4 

45 

573 

Renegotiation Board 

96 

96 

224 

Securities and Exchange 
Commission 

23 

153 

481 

Small Business Administration 

64 

105 

370 

Tennessee Valley Authority 

2 

2 

10 

Bureau of Customs 

1 _ 

1 

3 

Veterans Administration 

1 

1 

3 

Office of Economic Opportunity 

1 

17 

0 

Treasury Department** 

1 

** 

A* 

TOTAL 

365 

3,708 

18,877 

** Mo record of incoming request 
taxpayer and returns. 

exists, so we 

cannot Identify number 

of 
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RETURNS OR TAX INFORMATION REQUESTED BY FEDERAL AGENCIES 


WHICH WAS AUTHORIZED 

UNDER 26 CFR 

301.6103(a)-l 


CALENDAR YEAR 1968 
No, of 

No. of 

No. of 

Federal Agency 

Requests 

Taxpayers 

Returns 

Department of Agriculture 

8 

709 

729 

Department of Commerce 

13 

58 

0 

Department of Justice 

163 

1,669 

2,823 

Federal Deposit Insurance Corp, 

15 

436 

133 

Federal Home Loan Bank Board 

6 

59 

383 


— 


— - • - - • — * * 

Securities & Exchange Commission 

31 

156 

507 

Small Business Administration 

37 

56 

156 

Comptroller of the Currency 

7 

56 

277 

Federal Cosimunicatlon Commission 

2 

3 

7 

Department of State 

2 

4 

2 

Renegotiation Board 

AO 

40 

61 

Department of Health, Education, 

2 

•2 

5 

and Welfare 

Department of Labor 

3 

16 

116 

Tennessee Valley Authority 

2 

2 

14 

Department of Army 

1 

1 

6 

Veterans Administration 

5 

5 

19 

Civil Service Commission 

1 

29 

64 

Department of the Air Force 

1 

15 

0 

Postmaster General 

1 

4 

14 

Secretary of Transportation 

1 

1 

3 

Bureau of Accounts 

1 

1 

2 

National Selective Service 

1 

70 

140 

Appeal Board 

Post Office Department 

1 

1 

0 


3,393 5,461 


TOTAL 


339 


022 



RETURNS OR TAX INFORMATION REQUESTED BY FEDERAL AGENCIES 
WHICH WAS AUTHORIZED UNDER 26 CFR 301 , 6103 (a) -1 


CALENDAR YEAR 1967 


No. of No. of No. of 


Federal Agency 

Department of Commerce 

Department of Justice 

National Advisory Commission 
on Civil Disorders 

Renegotiation Board 

Securities & Exchange Commission 

Small Business Administration 

Federal Deposit Insurance Corp. 

Department of Agriculture 

Department of H. E. W. 

Department of Housing & Urban 
Development 

National Selective Service Appeal 
Board 

Department of Labor 

Department of Navy 

Civil Aeronautics Board 

Department of Air Force 

Interstate Commerce Comission 

Civil Service Commission 

Department of State 

Federal Communication Commission 

Federal Trade Commission 
Federal Home Loan Bank Board 

Bureau of the Budget 

Department of Interior 

Department of Treasury 

National Labor Relations Board 

Federal Power Commission 

. TOTALS 


Requests 

Taxpayers 

Returns 

IS 

208 

148 

161 

473 

2,573 

3 

3 

3 

82 

82 

221 

38 

211 

506 

~ 46 

77 

199 

31 

67 

193 

9 

23 

1,576 

4 

3 

21 

1 

1 

4 

2 

18 

36 

3 

9 

32 

1 

1 

3 

1 

~ 2 

4 

1 

1 

0 

1 

1 

0 

2 

30 

87 

2 

2 

8 

2 

2 - 

6 

2 

5 

0 

3 

25 

142 

1 

112 

224 

1 

5 

_35 

7 

9 

12 

2 

6 

10 

1 

1 

0 

422 

1,37/ 

6,043 



RETURNS OR TAX INFORMATION REQUESTED BY FEDERAL AGENCIES 
WHICH WAS AUTHORIZED UNDER 26 CFR 301 .6103(a),- 1 

CALENDAR YEAR 1966 


No. of No. of No. of 

Federal Agency Requests Taxpayers Returns 


Defense Supply Agency 

Department of Agriculture 

Department of Commerce 

Department of Justice 

Federal Power Commission 

— National Aeronautics 6 Space 
Administration 

National Labor Relations Board 

Renegotiation Board 

Securities 6 Exchange Commission 

Small Business Administration 

Veterans Administration 

Department of Health, Education 
and Welfare 

Federal Deposit Insurance Corp. 
Federal Reserve System 
Civil Aeronautics Board 
Department of Navy 
Department of the Air Force 
Department of the Army 
Department of Labor 
Federal Communication Commission 

Federal Home Loan Bank Board 
Interstate Commerce Commission 

Department of Interior 
Department of Treasury 
Post Office Department 
Federal Trade Commission 
Civil Service Commission 
Comptroller General of the U.S. 

U. S. General Accounting Office 


1 


1 

8 

18 


42 

105 

12 


76 

0 

137 


405 

1,221 

5 


*** 

0 

- 1 



- 1 

- 0 

2 


' 2 

6 

45 


48 

59 

25 


98 

340 

27 


73 

205 

4 


5 

13 

5 


.4 

29 

28 


67 

207 

1 


? 

0 

2 


6 

26 

1 


1 

0 

7 


7 

27 

1 


78 

312 

6 


10 

50 

3 


7 

23 

2 


27 

146 

2 


1 

3 

1 


3 

0 

3 


26 

26 

1 


1 

0 

1 

• 

1 

0 

2 


30 

60 

. 1 .. 


. 168 

168 

1 


73 

— m 


3,170 


TOTAL 


345 


1,261 



TAX RETURNS OR INFORMATION FROM RETURNS FURNISHED TO FEDERAL 
AGENCIES HAVING EXECUTIVE ORDERS TO RECEIVE SUCH INFORMATION 


. CALENDAR YEAR 1974 


AGENCY REGULATION AND EXECUTIVE ORDER NO. 

Social Security Administration 26 CFR 301 .6103 (a) -100 

E. 0, 10619 

Reason: For administration of provisions of Title II of the 

Social Security Act 

Number of Returns inspected : 6,633 

Department of Commerce * 26 CFR 301 .6103 (a) -104 

E. 0. 10911 

Reason : * For purposes of the 1973 Census of Agriculture 
Information Furnished (Tapes or Microfilms) - Selected Items from: 

95.000 - Forms 1065, Partnership Returns 
7,500 - Forms 1120, Corporation Returns 

165,000 - Forms 1040, Schedules C and F, Proprietorship Returns 

12,600,000 - Business Master File Entity File Tape Records 
9,669,316 - Business Master File Monthly Entity Change Records 
15,089,124 - Forms 941, Employer's Quarterly Tax Returns 
460,604 - Forms 943, Employer's Annual Tax Returns for 
Agricultural Employees 

4,439 - Forms 990C, Farmers' Cooperative Records from the 
Exempt Organization Master File 

12.600.000 - Principal Industrial Activity Extracts 

Reason : For purposes of updating the Population Migration Study 

and Revenue Sharing Estimates 

Information Furnished (Tapes) - Selected Information from: 

79.700.000 - Forms 1040, Individual Tax Returns 

Reason : For purposes of the 1972 Survey of Minority Owned Businesses 

Report 

Information Furnished (Tapes) - Selected Information from: 

14.000 - Individual Master File Entity Tape File Records 


Department of Corse rce - (Continued - 1974) 


Reason : For use In estimating the national income and product and 

plant and equipment expenditures 

Inspection authorised of : 


3C0 - Transcript-Edit Sheets of Corporation Returns 

3. Renegotlat jo_n_ Board * 26 CFR 301 .6103(a)-105 

E. 0. 10907 . , 

Reason : For use in administering the Renegotiation Act of 1951, 

as amended 

Information Furnished : 

1,803 - Specially prepared abstracts of Corporation Returns 

4. Federal Trade Commission * 26 CFR 301. 6103 (a) -106 

E. 0. 10908 

Reason : For use in the Industrial Financial Reports Program 

\ 

Information Furnished : 

89.000 - Abstracts of Corporation Returns (Transcripts) 

43.000 - Abstracts of Corporation Returns (Tapes) 

45 - Transcript-Edit Sheets of Corporation Returns 


* Regulations provide that any information obtained shall be held confidential 
and may be published or disclosed in statistical form only, provided such 
publication does not disclose, directly or indirectly, the name or address 
of any person filing such a return 


TAX RETURNS OR INFORMATION FROM RETURNS FURNISHED TO FEDERAL • 
AGENCIES HAVING EXECUTIVE ORDERS TO RECEIVE SUCH INFORMATION 


CALENDAR YEAR 1973 


AGENCY ^ REGULATION AND EXECUTIVE ORDER NO . 

1. Social Security Administration 26 CFR 301.6103(a)-100 

E. 0. 10619 

Reason : For administration of provisions of Title II of the Social 

Security Act 

Number of Returns Inspected : 7,114 


2. Securities and Exchange Commission* 26 CFR 301. 6103(a)-102 

E. 0. 10814 

Reason : For use in statistical and research projects - 

Information furnished : 400 transcripts - Edit Sheets of corporation 

returns 

3, Department of Commerce* 26 CFR 301.6103(a)-104 

E. 0. 10911 

Reason : For purposes of the 1972 Economic Censuses 

Information furnished : (Tapes or films) 

972,066 - Forms 1065, Partnership Returns 
1,096,410 - Forms 1120, Corporation Returns 

9.810.000 - Forms 1040, 'Schedules C and F, Proprietorship Returns 

6.841.000 - Business Master File Monthly Entity Change Records 

12.097.000 - Business Master File Entity File Tape Records 

4.100.000 - Forms 941, Employer’s Quarterly Tax Returns 
499 - Forms 1120 (Abstracts) 

Reason : For purposes of estimating total money income using Adjusted 

Gross Income, one of the revenue sharing allocation factors 

Information furnished : (Tapes) 

269,421 - Forms 1040, Individual Returns from Statistics of 
Income Samples 

Reason : For purposes of updating the Population Migration Study and 

Revenue Sharing Estimates 

Information furnished : (Tapes) 

78.216.000 - Forns IC40, Individual Taxpayer Records — Selected 

Information 
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Department r*f Coonerce - (Continued - 1973) 

Reason s For purposes of the 1972 Survey of Minority Qvned Businesses 
Report 

Information furnished : (Tapes) 

1,017 ,600 - Forms 1065, Partnership Returns — Selected Infotmatlon 
287,000 -'Form 1120S, Small Business Returns — Selected Information 

Reason : For use in estimating the national income and product, plant, 

and equipment expenditures 

Information furnished : (Tapes) 

1,671 - Transcripts - Edit Sheets of Corporation Returns 
7 - Microfilm copies of Corporation Returns 


4. Renegotiation Board* 26 CFR 30l.6103(a)-105 

. . , .. .. E. 0. 10907 

Reason : For use in administering the Renegotiation Act of 1951, as 

amended 

Information furnished : 860 Corporation and Partnership Abstract Sheets 


5. Federal Trade Commission* 26 CFR 301. 6103(a)-106 

* — E. 0. 10908 

Reason : For use In the Industrial Financial Reports Program 

Information furnished : 

45 - Transcript-Edit Sheets of Corporation Returns 
42,915 - Abstracts of Corporation Returns (abstract cards) 


* Regulations provide that any information obtained shall be held confidential 
and may be published or disclosed in statistical form only, provided such 

publication does not disclose, directly or Indirectly, the name or address 
of any person filing such a return. 
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Part D.— Explanation of IDRS computer terminals, 


I. A Brief Explanation of IDRS 

The Integrated Date Retrieval System (IDRS) is a system which 
enables certain employees in the cervlce centers and districts to 
have instantaneous visual access to certain taxpayer accounts through 
the use of display station terminals (small television screens with 
typewriter keyboard attachments) and a computer. This Is done by 
using the keyboard to request the deslfed Information to which the 
computer responds by displaying the information on the TV screen. 

* • 

There are 3,i74 display station terminals located in service 
centers and district offices. All terminals within a service center 
jurisdiction are tied into the computer of that service center by 
dedicated telephone lines. The 3.174 terminals are distributed among 
the service centers as shown here. 

Service Center Nuafeer of Terminals 

Andover 
Atlanta 
Austin 
Brookhaven 
Cincinnati 
Fresno 
Kansas City 
Memphis 
Ogden 

Philadelphia 


Tax data is extracted from the National Computer Center master 
file and sent by magnetic tape to the IDRS computer located in the 
service center having jurisdiction over the taxpayer's address. The 
data for IDRS does not contain all taxpayers' files or most of the 
tax return Information of any taxpayer. It Is limited to the specific 
tax Information for which there Is an anticipated need by IRS employees 
responding to taxpayer contacts regarding their account (such as 
inquiries about refunds or responses to IRS*lnitlated notices) or 
for Internal processing purposes (such as adjustments or undelivered 
refund checks). All accounts with credit or debit balances are 
maintained on IDRS, but this is only about 14X of the accounts in 
the Individual Master File, 
v. 

Tax account Information on the IDRS data base Is updated each 
week by subsequent postings and analyses performed at the master 
file. In addition, changes Initiated by service cdnter or dlstrlet- 
eoployees are posted Instantaneously through IDRS terminals. 


296 
•* 371 
340 
327 
281 
306 
336 
314 
300 
303 
3.174 



II. Profile Requirements for Access to IDRS 

Only employees of the Internal Revenue Service are authorized 
access to IDRS. 

An employee must have access to the offices vhere the terminals 
are housed. That requires a badge or other official identification. 

An employee must be assigned a password to identify him as an 
authorized user of the IDRS computer's security programs. 

An employee must have been individually authorized to perform 
the particular type of action. For example, only those employees 
specifically given adjustment capabilities can use IDRS to make 
adjustments to taxpayer accounts. Other employees may be authorized 
only research inquiry capabilities. 

Bach IDRS user Is assigned a computerized profile of authorized 
capabilities. The assignment is done by personnel designated as IDRS 
security supervisors. Employees are authorized only those capabilities 
needed to perform their duties. 

In addition, the IDRS terminal, through which the actions are 
taken, must also be cleared for the particular type of action. Each 
terminal has a profile of authorized capabilities. 

A permanent record of all terminal inputs is retained on magnetic 
tape, for audit trail purpose. 

III. IDRS Security System 

The IDRS Security System contains the identification and authori- 
zation for each terminal and employee in the system. The command code 
profiles permit access to the system only when the employee and ter- 
minal profiles are compatible. 

The Security System contains two files: 

1. Employee Profile Security File (EPSF) 

a. Last Name and First Initial 

b. Social Security Number 

c. Employee Number 

d. Password 

e. Command Code Profile 

2. Terminal Profile Security File (TPSF) 

a. Terminal Identification Number 

b. Time On Air 

c. Time Off Air 

d. Command Code Profile 
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Before an eaployee can perform any action via IDRS, he must 
check into the system. He does this by inputting his Command 
Code so that the machine can verify that he is an authorized IDRS 
user. When an eaployee has been recognized as an authorized user, 
the computer generates a unique entry code to eaeh user. This 
entry code is then used to gain access to the system. At this time 
the computer also establishes a combined employee/terminal profile 
of authorized command codes, which is recorded in the Code Storage 
Terminal Table (CSTT), 

The Core Storage Terminal Table retains: 

a. Terminal Identification x 

b. Terminal /Employee CC profile 

c. Tima off the air 

d. Count of security, or procedural, violations (such 
as an Incorrectly inserted command code) 

e. Entry code 

f. Production training Indicator 

g. Employee number 

The IDRS Security System does the following: 

a. Validates each entry into the system 

b. Generates program locks on the terminal when three 
consecutive procedural violations occur. (No 
Information would have been given in response to 
the first two violations. This ensures that no 

one can enter the system through "trial and error.") 

c. Produces dally Security Report for security locks, 
excessive security violations, attempted access to 

a restricted account, employee SSN match, EPSF update 
(when an employee Is added or a new password is 
assigned). 

d. Retains pertinent data to produce an Audit Trail 
(on magnetic tape) for every access to the system. 


O 
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